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contributions of 


UOP RESEARCH 


tranquilizers 
for refiners... 


Well, not really tranquilizers but hard-working pills that speed the 
molecular change of oil into better, more profitable motor fuels and petroleum 
products. Outmoding the costly techniques of yesteryear, use of catalysts 
like these smooths the way for refiners to meet varying demands of their markets. 
UOP research has contributed significantly to this advance. During the 
past 30 years, UOP has developed catalysts which are widely used in many 
oil refining processes. Today, UOP catalysts make available—at lower cost 
and with higher purity—the hydrocarbon building blocks for new 
and diverse petrochemicals and petroleum products so vital to progress. 
A catalytic device for control of automotive exhaust emissions is the 
latest example of how the specialized knowledge of UOP constantly reaches out— 
to newer areas of service for man and industry. 


UNIVERSAL OIL PRODUCTS COMPANY ves Praines, WL. U.s.a. 


WHERE RESEARCH TODAY MEANS PROGRESS TOMORROW 





Long Distance pays off 
in extra sales 


“Long Distance gave us the best product introduction 


says Dave Wright, vice president, 
Falls Engineering and Machine Co., Cuyahoga Falls, O. 


LONG DISTANCE RATES ARE 
Here are some examples: 


New York to Baltimore . 


“We had to get the news out fast on a new machine 
for cutting foam rubber,” reports Mr. Wright. “Phoning 
was our best bet. We could describe the machine and Pittsburgh to Detroit . 
give delivery dates. 

“The f; ; ; , le 13 1 D; 7 St. Louis to Omaha 

1e uM st day mac e 09 Long Vistance ca is per- Cuyahoga Falls, O. to Atlanta 
sonally. These calls ultimately produced $16,500 in ne 

5 ig . : “a Boston to Miami 
sales. And we’ve found that the telephone is just as 


effective in selling all our products.” These are day rates, Station-to-Station, for 
minutes. Add the 10% federal excise tax. 


Long Distance pays off! Use it now . . . for all it’s worth! 


BELL TELEPHONE SYSTEM By) 





the compact office electric by Smith-Corona: $225 


Full-sized features in a compact size./The new Compact 200 is an office electric priced at a sensible 

$225. / It's the compact! New American engineering ideas now make parts work more efficiently in a 

smaller space. / The carriage is 12 inches wide. The keyboard is the same size as a standard electric. 

Carriage return is automatic. It does all the jobs of a conventional electric—all but the marginal jobs. 

But it costs just half as much (or about what you would pay for a manual). / To see this new idea in 
electrics, just call your Smith-Corona Marchant representative, today. 


AF SMITH -CORQGNA MARCHANT 
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SIDE LINES 


Those “Hot” 


For MONTHS NOW, we have been 
on the receiving end of a ques- 
tion which, in one way or other, 
always takes the same basic form: 
“Why doesn’t Forses write about 
these hot new issues? People I 
know are cleaning up in them.” 

Actually, there is a very good 
reason why we don’t. It involves 
the very concept of the kind of 
service that Forses is trying 
to render to its readers. As a 
magazine fo: 
executives and 
investors, 

ForBES is con- 
cerned’ with 
business news. 
with the qual- 
ity of business 
management 
and with de- 
velopments in 
the money 
market which 
affect business 
and _ invest- rf 
ments. | 

Our editors “Er. 
bring to their 
task all the 
accepted tools of the journalistic 
and statistical crafts. They are 
not, however, equipped with 
crystal balls. For a crystal ball is 
what it would take. Most new 
issues have not yet compiled a 
record that anybody can study 
How, then, do you judge the per- 
formance of their management? 
How evaluate its skill in putting 
stockholders’ money to work? 
Forses’ job, as we see it, is to 
report and to evaluate, not to pre- 
dict the future. 

Arguing With Success. None of 
this, of course, changes the fact 
that a good deal of very big money 
has been made in recent months 
by buyers of new issues. It is an 
open secret on Wall Street that 
quite a few investors have taken 
most of their money out of stocks 
of established companies and put 
it into whatever “hot” new issues 
they can get their hands on. Now 
we realize that it is difficult to 
argue with success. We think, how- 
ever, it might be appropriate to 
join our voice with those who have 
been warning that people who play 


ip 
See don tar aval 


.. how would you like the name of 
a stock thet’s going to split?” 


1961, King Features Syndicate 


New Issues 


with “hot” stocks are likely to get 
burned. Later, we might add, if not 
sooner. 

Thus we would call our readers’ 
attention to a very interesting 
article which leads off the April 26 
issue of Investor’s Reader, the 
magazine published by Merrill 
Lynch, Pierce, Fenner & Smith 
The article carried a list of 31 “hot” 
issues of 1945 and 1946, with a brie! 
note about what happened to each 
It would make 
instructive, il 
uncomfortable. 
reading fo: 
that zealous 
little minority 
of the invest- 
ing public that 
seems intent or 
snapping up 
every new is- 
sue in sight 

Among _ th 
1945-46 new 
issues, for ex- 
ample, was Arco 
Chemical Prod- 
ucts, whichcame 
out at 3% and 
was last heard of a couple of years 
back at 14% bid, 42 asked. Cosmo 
Records, issued at $4, was listed as 
bankrupt in 1948. Higgins, Inc., 
floated at $11, is now worth about 
63 cents in New York Shipbuilding 
stock. Jet Helicopter, surely an en- 
ticing sounding prospect, found its 
way into quite a few venture port- 
folios at 2%: the last asking price 
some five years ago was 8c, with no 
bids. Myler Plastics managed to 
dive from $2 to lc. All told, in some 
two dozen of the 31 new issues 
listed by Investor’s Reader, the 
credulous investor would have lost 
his shirt. 

Weren't there any winners? A 
few. Five dollars spent on Flying 
Tiger Line shares, for example. 
would have grown to $21. But 
two or three such hits out of 31 
do not add up to very enticing 
odds. 

Be Careful! Thus it is not out of 
mere stuffiness that we urge cau- 
tion upon our readers, reminding 
them that (to mix a metaphor) 
you can clean up in hot stocks, but 
you can also get badly burned 


FORBES FORBES is published twice monthly by Forbes inc., 70 Fifth Ave.. New York 11, N. Y. Second-class postage paid at Post Office, New Volume 87 
May 15 York and at additional! mailing offices. Subscription $7.50 a year in U.S.A. Copyright 1961, Forbes Inc No. 10 





President, Case Institute of Technology 
Former Director, National Aeronautics and 
Space Administration (NASA) 


Dr. T. Keith Glennan tells 
why he feels the best 
location in the nation 


is better than ever 


“Cleveland ranks Ist in Ohio, 4th in the U. S. in 
research facilities, largely because of the avail- 
ability of engineers and scientists turned out by 
the local colleges and universities. These institu- 
tions, such as Case Institute, carry on millions 
of dollars of research on their campuses, supple- 
menting the activities of the hundreds of com- 
panies and government agencies which have their 
own research operations. Ahead we see “‘Industrial 
Research Park’”’ a large tract immediately ad- 
jacent to the 488-acre “University Circle’’, the 
cultural heart of Cleveland. This “‘Park’’, designed 
as a giant industrial research center, will be a part 
of the 30-institution family dedicated to educa- 
tional and cultural activities. These research 
resources help make the best location in the 
nation better than ever.” 


OUR PEOPLE KNOW FIRST. Here, 
more than 300 business and pro- 
fessional associations keep us up 
to date on last-minute happenings 
in many fields. 


WORK FORCE OF 830,000, and 
nearly 75% of them are skilled, 
semi-skilled, managers and tech- 
nical or professional employees — 
@ ready force for all industries. 











PLAN FOR PROGRESS. Erieview is Northeast Ohio's master 
plan for a $200 million commercial-industrial tomorrowland in 
downtown Cleveland. 





CORRIDOR OF COMMERCE. Cleveland-Northeast Ohio is 
within 500 miles of 75% of America’s industries, 60% of the 
population, and no area has better transportation facilities. 


Mrneepeig » 


Whatever your needs, whether for 
management headquarters, sites 
for plants, research, distribution 
or warehousing facilities, look to 
Cleveland-Northeast Ohio. For spe- 
cific information, write or call 
Richard L. DeChant, Manager of 
Area Development Department. 


THE CLEVELAND ELECTRIC ILLUMINATING COMPANY SERVING 
Cleveland-Northeast Ohio 


the best location in the nation 
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READERS SAY 


The Market's Judgment 


Str: I have read with interest your 
breakdown of the market’s judgment 
(“The Cold Judgment of the Market 
Place,” Forses, May 1). 

However, don’t you think that the 
standings according to price/earnings ra- 
tio more clearly indicate the relative 
popularity of stocks? 

—JOHN E. LUMBLEY 
New Orleans, La. 


Price ‘earnings ratios measure the worth 
the market puts on $1 of earning power. 
Total market value, on the other hand, 
measures the companies’ over-all market 
value relative to that of other companies. 


--Eb. 


Yesteryear’s Blue Chips 


Str: I thought the article about the 
blue chips of yesteryear decidedly inter- 
esting. (“The Blue Chips of Yesteryear: 
Where Are They Today?” Forses, Apr. 
15.) 

A rough calculation shows that $2,000 
put in these stocks in 1909 was recently 
worth about $24,000. This means that the 
capital doubled 314 times in 50 years and 
a rough rule-of-thumb calculation shows 
that this is a per cent per annum gain of 
5.07%, compounded. 

This is much better than the average 
3% to 4° gain and is strong testimony, 
I think, to the validity of the concept of 
long-term investment in equities. 

Epson Gou tp, Jr. 
Arthur Wiesenberger & Co. 
New York, N.Y. 


Dividend Withholding (Cont.) 


c 


Sir: I notice in the May 1 issue of 
Forses that all letters pertaining to a 
withholding tax on dividends are critical 
of your editorial advocating such a policy 
(Fact & Comment, Apr. 15). I hope that 
you received many letters in favor of 
this policy. 

We have too much self-righteousness 
and hypocrisy in this country now. 
Someone must speak up for integrity and 
I for one appreciate your doing so. 

—Jack RUvuGGLEs 
West Des Moines, Iowa 


Sir: The implications of your comment 
that it is not “fair to allow a stock-own- 
ing and interest-drawing minority oppor- 
tunities for evasion” is completely unde- 
serving. Almost every person subject to 
taxes will fall into a minority group if 
you are to look at the source of his in- 
come. Furthermore, let’s not forget that 
the present law requires corporations to 
advise the Treasury Dept. of all divi- 
dends paid during the year exceeding 
$10. Fees, commissions, interest, rents, 
royalties, pensions and annuities do not 
have to be reported unless they exceed 
$600. Which “minority group” is blessed 
with evasion opportunities? 

—Haro_p V. OLson 
Portland, Ore. 
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Sir: My reaction to this whole tax 
problem would be for “Uncle Sam” to 
tighten his belt and “eat it up, wear it 
out or do without.” A good old New 
England saying. 

—F.W. PALMER 
Turlock, Calif. 


Insurance Stocks 


Sir: I enjoyed your article on life in- 
surance companies (“What Recession?,” 
Forses, Apr. 15) and am glad to see the 
investment fraternity finally give proper 
recognition to life insurance stocks. 
However, I am amazed to see that you 
omitted a company that is bigger than 
16 of the companies listed. The company 
is Republic National Life Insurance of 
Dallas, Texas. 

Texas is not all brags, but you will 
hear more from Republic National or I 
will miss my guess. 

—DOonacp S. JOHNSON 
Midland, Tex. 


Sir: I would call to your attention that 
North American Life Insurance Co. of 
Chicago has $382 million of life insurance 
in force as contrasted with Beneficial 
Standard’s $220 million. .. . 

We are wondering why we were not 
listed right below National Old Line. 

—C. G. ASHBROOK 
Chairman of the Board, 
North American Life Insurance Co. 
of Chicago 
Chicago. Ill. 


Sir: Your article omitted Protective 
Life Insurance Co. of Birmingham, Ala. 
If added to your list, Protective would 
rank 22nd in insurance in force 

—JaY VAWTER 

Investment Analyst, 

Protective Life Insurance Co 
Birmingham, Ala 


In the press of meeting deadlines, a 
headline writer misread the author's in- 
tent. Actually the 29 companies listed 
were chosen as being typical of the in- 
dustry. The list was not intended as com- 
prehensive—Eb. 


Sunray Dividends 


Sir: Mr. Goodwin indicates that Sunray 
Mid-Continent has paid dividends each 
year since 1909 (Investment Pointers, 
Forses, Mar. 15). We are very proud of 
our dividend record, which now dates 
from 1936, or 26 consecutive years. 

—L. Mitiarp GELVIN 
Assistant to the President, 
Sunray Mid-Continent Oil Co 
Tulsa, Okla. 


Wounded Pride 


Sir: Imagine referring to our great par- 
ish of Caddo, La. as obscure (Stock An- 
alysis, Forses, Apr. 1)! 

Friend, our parish contains the second 
largest city in the state, Shreveport; the 
oldest college west of the Mississippi, 
Centenary; the Louisiana State Fair and 
numbers of other notable things. 

Cratre Nett Primos 
Shreveport, La. 
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WHAT'S 
BEHIND 
THIS 
SYMBOL 


SEE NEXT PAGE 














The corporate symbol of Trans- 
america is the sum of many en- 
terprises. @ There is only one 
Transamerica. But it has many 
features ... from real estate de- 
velopment by the Capital Com- 
pany to heavy machinery, and 
acro-space manufacturing by 
General Metals Corporation. 
@ Today, insurance is a major 
feature. @ The Transamerica 
Insurance Group spans the entire 
insurance field, from life to casu- 
alty, from fire to fidelity. 
@ Within this group are the 
multiple-line American Surety 
Company of New York... Pacific 
National Fire Insurance Com- 
pany Premier Insurance 
Company ... Automotive Insur- 
ance Company ... Phoenix Title 
and ‘Trust Company . Cana- 
dian Surety Company... and 
Occidental Life Insurance Com- 
pany of California, itself one of 
the 11 giants of life insurance in 
North America. @ A great tree 
has many roots. And one symbol 
@® Look for 


this symbol, and features it con- 


can contain much. 


tains, when you look for integrity, 


dependability and service. 


TRANSAMERICA CORPORATION 


SAN FRANCISCO 





TRENDS & TANGENTS 


Crude oil oversupply is still giving 





world crude producers the blues. 
While most refiners and integrated 
companies reported healthy earnings 
gains last year, crude oil producers’ 
profits dropped for the seventh year 
in a row, reports John S. Herold’s au- 
thoritative Petroleum Outlook. Since 
1953, producers’ profits, on average, 
have tumbled sharply from 96 cents a 
barrel to 72c last year. 
° ~ * 

Top-level Shake up continues at Gen- 
eral Dynamics Corp. Two months ago 
J.V. Naish, president of Convair Divi- 
sion, resigned because of “irrecon- 
cilable differences” with Chairman 
Frank Pace. Early this month, Pace 
announced the break up of Convair, 
far the biggest of GD’s eight operating 
divisions, into five smaller units. Si- 
multaneously came word that August 
C. Esenwein, Convair’s executive vice 
president, had resigned. 

® . * 

Canmakers find the going rough as 
they battle to increase their tiny 2°, 
share of the soft drink bottling market. 
U.S. Steel, Continental and Ameri- 
can Can all are pushing big cam- 
paigns, citing less expensive break- 
age in cans. Glass container makers, 
however, have found a potent weap- 
on in throw-away bottles, allegedly 
cheaper than cans. In 1961's first quar- 
ter alone, use of throw-away bottles 
was up 76° to 68 million. 

. ° ° 

Speculate-Now-Pay-Later? On _ the 
Montreal Stock Exchange investors 
can now buy up to $1,000 worth of 
stock on the installment plan—20°, 
down and eight months to pay the 
balance. 

oo - * 

Trucking firms, already suffering from 
rising costs and falling margins, will 
be further squeezed (but not crushed) 
by recently approved legislation to 
finance the interstate highway pro- 
gram. New tax levies will double 
the present tax of $1.50 per thousand 
pounds on big highway trailers, also 
will increase taxes on tires, inner 
tubes and rubber for recapping. But 
the increases were not nearly so stiff 
as those proposed by the Administra- 
tion. 

e e * 

Profitable merger indeed was brought 
off by Air Products, Inc. (ForseEs, 
April 1), which sneaked little South- 
ern Oxygen (annual sales: $12.5 mil- 
lion) out from under the nose of big- 
ger Spencer Chemical last month. For 
each of the 55,000 shares he will issue 
to acquire Southern, Air Products 
President Leonard Pool will get $9.63 









in earnings, $26 in cash flow, based 
on the results of Southern’s latest fis- 
cal year. Air Products’ own shares 
last year earned just $1.40. 

. ° « 

Colgate-Palmolive is fighting desper- 
ately to hold its traditional top spot in 
the $235 million U.S. toothpaste mar- 
ket against the assault of Procter & 
Gamble’s American Dental Associa- 
tion-endorsed Crest brand. Since last 
summer, helped by the ADA endorse- 
ment, Crest sales have doubled, now 
account for 25% of the market. Col- 
gate’s share has dropped as low as 
25°, now stands at 29°, —just enough 
to stay in first place. 

a ° . 

Gradual pickup in rail carloadings 
may bring 1961 figures up to 1960 
levels by July, says the Association of 
American Railroads. Carloadings to 
date are still 15.7°% behind their 1960 
levels, producing the worst first quar- 
ter railroad earnings World 


War II. 


since 


e o _ 

Proxy fight brewing in U.S. Smelt- 
ing? Wall Street hears rumors that 
a group has been buying heavily in 
the assets-laden mining and oil com- 
pany, which at the 1960 year-end had 
a book value of $98.39 a common share 
($46.28 of it in current assets). vs. 
a recent market price around $34. 
Reported object of the buying: to 
compel dissolution of the company, 
distribution of its assets. 

° ° * 

Hot money flowing into West Ger- 
many got a cold reception last month. 
Alarmed by increasing speculation on 
the Deutsche mark, despite its recent 
revaluation, and the burgeoning stores 
of gold and dollars which have been 
accumulating, the German Federal 
Bank cut bank interest rates from 
316% to 3%. 

© o * 

Slow but steady improvement in 
steel operating rates at last is helping 
industries hardest hit by the past 
year’s steel slump. Early this month, 
Pittston Co., a major soft coal pro- 
ducer, reported that May orders are 
running 70°, ahead of April. Island 
Creek Coal has reopened one mine 
in West Virginia, speeded digging in 
two others, recalled some 225 fur- 
loughed workers. 

’ . ° 

Rolls Royce and Bentley automobiles 
will be more of a luxury than eve! 
to own in Great Britain when new 
U.K. budget takes effect. For years, 
British businessmen have been able to 
depreciate against taxable income the 
full price ($18,000 to $29,000) of a 
Rolls or Bentley. New tax rules set 
top price of an auto chargeable as a 
capital expense at $5,600. 
(CONTINUED ON PAGE 64) 
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VITRO AT WORK—NO. 3 OF A SERIES 


destination: you name it! 


Atlantic Missile Range (Cape Canaveral), Pacific Missile Range, Eglin Gulf Test Range, Wallops Island, 
White Sands Missile Range—take your pick. Vitro electronics equipment is currently used in telemetry 
systems on each. Also: Project Mercury, Centaur, Discoverer, Transit, and a host of other programs. 
In fact, Vitro has supplied more telemetry receivers than all other manufacturers combined. Its position 
in telemetry systems management/products stems from the ability to design and produce on time. This 
specialty of Vitro’s electronic competence is founded on experience, for where the utmost in exacting 
telemetry performance is demanded, Vitro is at work. 0 This is Vitro—1961. 


Vitra 


VITRO CORPORATION OF AMERICA/ NEW YORK+WASHINGTON-LOS ANGELES / OVERSEAS: GENEVA- MILAN+- BOMBAY 
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“WORLD'S LARGEST MAKER OF PIANOS” 


ee 
Obalional Accounting Machines return 


102% annually on our investment!” 
— WINTER AND COMPANY, INC., New York 


“Our National Accounting Machines 
have brought new degrees of effi- 
ciency and economy to the following 
applications: Sales Analysis and Re- 
porting, Cost of Sales Accounting, 
Salesmen’s Commissions, City Gross 
Receipt Tax Reporting. Accounts 
Receivable, and Cash Receipts. 
“The great versatility of these 
National machines has enabled us 
to effect very significant savings in 
all areas of our accounting. In fact. 
our National System returns 102% 


annually on our investment. 

“Of even greater significance is 
the ability of our National System to 
provide the right information at the 
right time. In this way our National 
machines enable management to 
make effective decisions based on 
proven information, obtained at an 
economical price.” 


Treasurer and Comptroller 
Winter and Company, Inc. 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 


10 


PAST THE $100-BILLION MARK 


—S Sa 


Winter and Company, the 
world’s largest piano manu- 
facturer, makes every type of 
piano— from spinets to grands 
—to meet the needs of an 
increasingly musical conscious 
America. 


In your business, too, National machines 
will pay for themselves with the money 
they save, then continue savings as an- 
1ual profit. Your nearby National man will 
gladly show how much you can save. See 
the yellow pages in your phone 

book é ee 


“TRADE MARK REG. U. S. PAT. OFF 


Vattonal’ 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 
ELECTRONIC DATA PROCESSING 
wor paper (No Carson Reauintp) 
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the need for deficits at a time of emergency. National 
ee 


eyes 2 OS ee OT eee eee | 


“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


DO EXECUTIVE OPTIONS BENEFIT STOCKHOLDERS? 


Ever since Congress passed a bill in 1950 to make 
the present system of executive stock options possible. 
the practice has been a matter of some controversy. 
Last month options were dragged into the arena again 
by Senator Albert A. Gore, Democrat of Tennessee, a 
perennial critic of executive stock options. Senator Gore, 
in fact, introduced a bill to ban them. In so doing he 
claimed options were “unfair” both to stockholders and 
to taxpayers. He called options “cut-rate bargain pur- 
chases for highly compensated executives.” 

The senator earned a certain amount of publicity 
from his blast, but it is highly questionable—to say the 
least—whether his criticism was based either on sound 
logic or on sound facts. For one thing, the senator chose 
a rather tough target. He deliberately drew a bead 
on International Business Machines Corp. and its new 
150,000 share option program. His shot went very wide 
of the mark. 

In the first place, IBM’s option program is some- 
thing of a model for executive option plans. IBM options, 
for example, are granted at 100°; of market price at 
the time of their approval, whereas the law permits 
them to be written at 95° of the going price. IBM’s 
options cannot all be exercised at once by any one 
optionholder but only in installments over a period of 
ten years. Hence, the options cannot readily be used 
And, 
considerable 
amount of money involved (the 
present option program eventu- 
ally will bring around $70 million 
into IBM’s treasury), the whole 
thing involves a dilution of less 
than half of 1% of outstanding 
common shares. 


for speculative purposes. 


while there is a 


But IBM’s option program aside. 


SEN. GORE Gore’s attack on the whole sys- 
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tem was rather irresponsible. Certainly there is no tax 
evasion involved—as the senator inferred: any profit 
that is taken on the options is taxable at the full 25° 
capital gains rate. Nor did he come up with any evidence 
to back his contention that options are unfair to stock- 
holders. All the evidence is quite to the contrary. Options 
enable large corporations to hold on to exceptional men 
who might otherwise be tempted to leave and start their 
own businesses. In this highly taxed age, high salaries 
are no substitute for equity participation. 

Moreover, it is a fact that stock options serve a valu- 
Without them. 
few of today’s professional executives could accumulate 


able purpose in corporate democracy. 


even a modest estate for the protection and education 
of their families. Without stock option plans, the eco- 
nomic cards would be stacked entirely in the favor of 
those who already possess capital and against those who 
manage it. 

And, in the last resort, no one can honestly say that 
Unless the 
company that grants the options flourishes, options have 


stock options give something for nothing. 


no value. The top officials of such ailing companies as 
the Pennsylvania Railroad can attest to that. Some 
years ago the Pennsylvania granted some 80 options 
on almost 659,000 shares of its common at $21 a 
share to executives. As of now the options are of no 
tangible value to the option- 
holders. Nor will they ever be un- 
less management can sufficiently 
reverse the railroad’s fortunes so 
as to increase the price of the 
stock. If they succeed in this 
monumental task, it would be an 
ungrateful stockholder who would 
begrudge his management’s shar- 
ing, to at least a small degree, 


in the fruits of its success. IBM’S WATSON 








PAST THE $100-BILLION MARK 


The recession notwithstanding, pension funds are con- 
tinuing the amazing growth that has made them such 
a tremendous influence in the economy in general and 
in the stock market in particular. According to new 
government figures, pension funds increased their assets 
by $8.8 billion last year and for the first time passed 
the $100-billion mark. Last year’s increase was the 
largest dollar gain on record and brought the combined 
assets of all government and private pension funds to 
a staggering $105.9 billion, nearly three times the level 
of just a decade ago. Their combined income alone 
was well in excess of $3 billion. 

An examination of these figures goes a long way 
toward explaining the powerful and insistent strength 
of the stock market over the past decade. Of course, 
not all pension funds buy common stock. The federal 
Most of 
the common stock investing is carried out by the pri- 


social security trusts, for example, do not. 
vate pension funds operated by, or for, U.S. corpora- 
tions. But these funds, with total assets of just under 
half of the total, are a potent stock market force. Last 
year, they bought some $2.3 billion worth of common 
They sold less than $600 million worth. On 
balance, then, pension trusts poured some $1.7 billion 


in new money into the stock market. 


stocks. 


As a contributor of net new equity money, the pen- 
sion funds were a greater factor in 1960 than individ- 
uals, mutual funds and other institutions put together. 
Taking the average price of a share listed on the New 
York Stock Exchange, this means that something like 
30 million additional shares of blue chip stocks were 
swallowed by the voracious vaults of pension funds. 
In this way, the pension funds further shrank the float- 
ing supply of blue chip stocks and increased the up- 
ward resistance to downward 


pressure (or at least 


pressure) in the stock market. 

Much has been written about the social and over-all 
economic implications of the tremendous buildup of 
And it is a buildup which is 


many 


assets in pension funds. 


likely to go on for more 


National 
safety comes before a balanced budget. But a balanced 
budget, at least in prosperous times, remains an im- 


the need for deficits at a time of emergency. 


portant goal. 

Thus, Senator Prescott S. Bush, Republican of Con- 
necticut, did well to remind Washington of its responsi- 
bility in a recent speech before a convention of mutual 
savings banks in Philadelphia. Senator Bush recalled 
to his listeners that the $1-billion budget surplus esti- 
mated by the Eisenhower Administration for the cur- 
rent fiscal year has given way to a $1-billion estimated 
deficit; the outlook for the 1961-1962 fiscal year is for 
$4 billion worth of red ink. 

Somewhere, the drift toward deficits has to be checked. 
If needs remain high, then taxes will have to be raised. 
In any case we have had too much red ink, which, as 
Senator Bush pointed out, could reawaken “sleeping in- 
flation.” It is a problem about which most of us have 
grown far too complacent. 
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IS YOUR COMPANY DOING ITS SHARE? 


A corporation, no less than an individual, can be an 
indifferent citizen, even if it fulfills its legal duties toward 
the community. For example, every corporation bene- 
fits from the U.S. educational system. By paying taxes, of 
course, every corporation helps pay the educational tab. 
But this is merely its legal obligation; taxpaying is not 
the full measure of a company’s role as a good citizen. 

With annual meeting time now in full swing it seems 
a good time for both managements and stockholders to 
ask themselves whether their companies are doing enough 
te support private colleges and universities. 

A group of Cleveland businessmen recently determined 
that 1° of a corporation’s pretax net would be a fair 
contribution toward higher education. At present, U.S. 
business is chipping in about $150 million a year for the 
support of higher education. This is far short of the $400 
million which it would be giving if the 1% 
universally observed. 


rule were 


Somewhere over the next decade, 





years; it will be a long time be- 


THOSE AMAZING PENSION FUNDS 


U.S. colleges and universities are 





fore pension fund outgo comes any- 110 
where near matching pension fund 100 F 
inflow. Those who are seriously 907 
” | 

| 
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bearish about the long-range price 


~ 
°o 


of common stock would do well to 


keep the inexorable arithmetic of 


g 
o 


this situation firmly in mind. 
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DANGEROUS DEFICITS 


In Billions of Dollar 
no wo 
ooo 


°o 





°o 


Assets of All Public 
and Private Pension Funds 





going to have to find about $3.5 
billion on top of the $5.5 billion 
they are spending now. Undoubt- 


AT 


a ; edly the public exchequer will have 


to be tapped for a good part of this 
enormous sum. But to the extent 
would like to 
keep government's -role in higher 


that businessmen 


education to a minimun,, it is up to 
them to help fill the gap out of 




















In all the discussion of “new 


1950 3 6 3S) SBS 3 


private resources. In so doing, after 
all, businessmen will be creating 





frontiers,” space and the interna- 
tional crisis, no one seems to have 
time any more to think about a 











Net Purchases of Common Stock 
by Pension Funds* 





a better environment in which to 
hire employees and sell their prod- 
ucts. 
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No patriotic American questions 
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An Invitation from Farris Bryant, Governor, State 


LOCATE IN 


FRlorid 


where Industry is thriving 





Mining : ——— up 31% 
Food, kindred products up 45% 
Tobacco Manufacturers down 22% 
Textile Mill products __ up 107% 
Apparel, related products _ up 45% 
Lumber and wood products 

(except furniture) down 4% 
Furniture, Fixtures up 62% 
Paper, allied products _ no change 
Printing, Publishing, etc. _up 47% 
Chemicals, allied products up 54% 
Products of petroleum, coal up 70% 


ONIN cc IT A Se Se PN NE OE EES TTS 


r 


5 YEAR GAIN IN EMPLOYMENT IN SPECIFIC FLORIDA INDUSTRIES 


(January 1960 over 1955) 


Rubber products up 405% 
Leather, leathergoods ___ up 91% 
Stone, Clay, Glass products up 95% 
Primary Metal Industries up 220% 
Fabricated Metal products up 72% 
Machinery, except electrical up 82% 
Electrical Machinery, Equipment 
and Supplies __._ up 761% 
Transportation Equipment up 174% 
Instruments, Photographic Goods, 
Watches and Clocks _._ up 273% 
Miscellaneous Manufacturing 
(including Ordnance)__. up 500% 





In value added by manufacturing, 
Florida’s industries continue to grow 
at a more rapid pace than those of 
any other major state 


And Florida’s gains in industrial 
employment exceed those of any two 
other states east of the Mississippi. 
77,948 more workers between 1955 
and January, 1960 — an increase of 
59 per cent 


Gains are Over a Broad Base 


These gains were not confined 
chiefly to a few key industries. Florida 
industrial employment is up substan- 
tially in 18 of 21 classifications in 
the Standard Industrial Code. 

Spearheaded by Florida’s participa- 
tion in the nation’s missile program, 
Electrical Machinery and Supplies 

including Electronic Components 
are up a sensational 761 per cent 
Employment in Foods and Apparel 
is up a comfortable 45 per cent, the 
Furniture Industry, up 62 per cent. 
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Plain fact: Florida’s manufactur- 
ers are thriving, because the number 
of their customers (and the customers’ 
wants) is increasing. 

That applies equally for customers 
for consumer goods and customers 
for industrial products. 

In population, Florida climbed from 
20th place to 10th place between 1950 
and 1960, with a rate of increase three 
times greater than the national aver- 
age. More than 4,800,000 now live in 
Florida. People like to live and work 
in Florida. 


Big Markets at Your Door 
...in Florida 


Florida is becoming more and more 
the distribution hub for twelve south- 
eastern states with a combined popu- 
lation of 38 million and retail sales 
close to $35 billion a year. 

And Florida’s exports by vessel 
alone to the Caribbean and Central 
American markets run over $200 
million a year. 








Mail 
Coupon 


for FREE 
Booklets: 


Plant Location Guide 

helps you choose most 

suitable location in the state 

Florida Vacation Guide™ shows 

you what the state has to offer — 

for Holiday fun, for year-round living 


of Florida 


in New York Gty 
visit the 
Florida 
showce®s© 
wn Rockefeller Center 


— cee 


Mr. Wendell Jarrard, Chairman 
Florida Development Commission, Room 4018-A 
Tallahassee, Florida 


Please send me free booklets “Guide for locating 
your plant in Floride” and "Florida Vacation Guide.” 


Name 
Firm Name 
Address__ 


City__ 











S°RAL Wise ate 


The removal of smog-forming chemicals, soot, 
odors and unburned fuel constituents from the 
atmosphere is one of many important current 
studies in the research laboratories of Engelhard 
Industries. Basic approaches toward the solution 
of air pollution problems through catalytic chem- 
istry, especially platinum metals catalysis, is a 
field in which our singularly relevant experience 
is utilized to marked advantage. 

Engelhard Industries, Inc., one of the world’s 
leading refiners and manufacturers of platinum 
metals, gold and silver and related products, is 
the largest producer of the many types of plati- 
num metals catalysts for chemical, petrochemical 
and pharmaceutical processing. With almost a 
century of experience... continuing, intensive 


CHEMISTRY 


Vs. 


AIR POLLUTION 








research and the most advanced production fa- 
cilities . .. Engelhard is in a unique position to 
serve industry in this specialized field. 

Chemistry is an important area of growth in 
our research activities, extending far beyond the 
development of catalysts. Among the purely 
chemical products of Engelhard manufacture 
presently supplied to industry, are hundreds 
upon hundreds of chemicals, gas equipment, in- 
struments, as well as analytical, laboratory and 
production apparatus. 

A brief presentation of our operations, services, 
research for the future and the broad diversity of 
the markets we serve, is contained in a brochure, 
“The Story of Engelhard Industries.” We will be 
pleased to forward a copy, upon request. 


1 N D U s T R ! E s I N Cc. 


113 ASTOR STREET 


with Ashland Oil & Refining Co., 


NEWARK 2. NEW JERSEY 





WALL STREET 


RAILROADS 


HIGHBALLING 
DOWNHILL 


Vergers and reorganizations 

notwithstanding, the  Erie- 

Lackawanna is losing money 
at an alarming clip. 


Last Octoser the Erie Railroad and 
the Delaware, Lackawanna & Western 
received permission to merge. At the 
time, each was running in the red 
for the third straight year and high- 
balling toward serious trouble. Thus 
far, the only perceptible result of cou- 
pling their fortunes has been to speed 
up the rate at which the resulting 
Erie-Lackawanna Railroad Co.* is 
closing ground on trouble. 

Had they been together in the first 
quarter of 1960, the roads would have 
lost $1.7 million. Through the first 
quarter of 1961, President Milton G. 
McInnes reported last month, Erie- 
Lackawanna ran in the red to the tune 
of $10.5 million, worst quarterly defi- 
cit in many years. 

The Urge to Merge. To be sure, no 
one had claimed that the simple act 
of merging would solve all the prob- 
lems besetting these two sickly east- 
ern roads. Traffic on their pooled 
3,300 miles of track between New 
York, Buffalo and Chicago flows and 
ebbs with the fortunes of the steel 
mills, auto assembly plants and coal 
mines dotting the right-of-way. More 
often than not in recent years, the 
traffic has been painfully light. 

McInnes, moreover, has had his 
hands full with courts and commis- 
sions ever since the merger. Other 
eastern roads have also shown the 
urge to merge, posing serious com- 
petitive threats to middling-sized Erie- 
Lackawanna, the nation’s 16th largest 
in revenues. In March, McInnes 
fought for and won the right to be 

*Erie-Lackawanna Railroad Co. Traded 
NYSE. Recent price: 57g. Price range (1961): 
high. 634; low, 5. Dividend (1960): none. In- 
dicated 1961 payout: none. Earnings per 


share (1960): d$4.39. Total assets: $698 mil- 
lion. Ticker symbol: E. 
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heard in top-ranked Pennsylvania 
Railroad’s attempt to acquire the 
Lehigh Valley. Last month, he was 
battling for the same right in the 
proposed merger between well-heeled 
Norfolk & Western and the New York, 
Chicago & St. Louis (Nickel Plate). 

And it wasn’t until May 1, seven 
months after the merger, that Mc- 
Innes’ plans to cut down his labor 
force, bitterly opposed by unions, were 
okayed by the U.S. Supreme Court. 

Ominous Momentum. Meantime, de- 
spite McInnes’ alert hand on the 
throttle, the Erie-Lackawanna is run- 
ning downhill faster. Adding ominous 
momentum to soaring operating losses 
is the cost of carrying its long-term 
debt of $317 million. Compared with 
operating revenues of just $220 mil- 
lion last year, this is half again as 
heavy a debt load as the average 
Class 1 railroad has to bear (see 
chart). Some 25°, of that debt is in 
income bonds, and as 1961 began, the 
arrearages on them came to $8.1 mil- 
lion. By 1962, the Erie-Lackawanna 
was likely to be in arrears an addi- 
tional $3.3 million. 


OVERLOADED? 


Despite a major reorganization just 
before World War Il and a major 
merger last year, the Erie Railroad 
(now the Erie-Lackawanna) still bears 
a towering debt load relative to its 
ability to pay. 








4 — Debt-to-Revenue Ratio \- 
7a 








! 
| 
| 
! 
! 
| 
| 
! 
| 
! 
! 


All in all, Erie-Lackawanna could 
well be applauded for simply staying 
solvent this year. As most companies 
measure such things, McInnes had 
just $11.4 million in working capital 
as 1961 began, the lowest surplus of 
ready cash and equivalent the Erie 
has known since its bankruptcy and 
reorganization in 1941. But as rail- 
roadmen measure quick assets, he 
didn’t even have that much. Some $13 
million of current assets consisted of 
materials and supplies, traditionally 
excluded in any reckoning of a rail- 
road's working capital. Thus, without 
these, McInnes’ other quick assets of 
some $33 million were more than $1 
million short of current liabilities ($34 
million). By March, the net working 
capital deficit had widened to $4 
million. 

Helping Hands. Bankruptcy, how- 
ever, is not yet imminent. The Gov- 
ernment seems ready to help out a 
bit. McInnes has lined up _ banks 
ready to lend him $15 million, pro- 
vided he can find a co-signer. As it 
did for the New Haven under even 
more serious circumstances, the In- 
terstate Commerce Commission is ex- 
pected to guarantee McInnes’ loan 
McInnes urgently needs the money to 
make headway on key construction 
projects. Without such things as a 
new electronic freight yard in Buffalo 
(cost: $8 million), the merger will 
be largely meaningless as far as in- 
creased efficiency is concerned. 

But government guarantees are 
mere aspirin tablets to a patient stag- 
gering about with malnutrition. With 
poor revenues and high debt, Erie- 
Lackawanna is as hard-pressed fo 
cash jointly as the Erie and the Lack- 
awanna were separately. 

One consolation, perhaps, is the fact 
that the Erie has seldom been a 
stranger to financial troubles. Before 
he was literally chased out of office 
one March afternoon in 1872, Presi- 
dent Jay Gould had done so thorough 
a job of looting Erie's assets that Wall 
Streeters thought “there will be icicles 
forming in Hell before the Erie pays 
another dividend.” This was unduly 
pessimistic. It only took 19 years 
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CHEMICALS 


STUBBED TOE 


When you sell “building 
blocks” to others, you can 
easily stub your toe on the 
ones you use yourself. W it- 
ness Reichhold Chemicals. 


IN AN industry that ranges from pint- 
sized specialists to the sprawling likes 
of E.I. du Pont de Nemours, middling- 
sized Reichhold Chemicals, Inc.” has 
made a pretty good place for itself as 
a middleman. Not for Henry Reich- 
hold, president and largest stock- 
holder, the humble role of making so 
basic a raw material as, say, benzol. 
When materials are that basic. Reich- 
hold prefers to buy them. 

Not for him either the glory of 
turning out a finished product. Rather, 
Reichhold prefers to upgrade basics 
into more complicated chemical 
“building blocks” like phthalic an- 
hydride which others use in such 
things as paint making. On sales of 
such building blocks. Reichhold last 
year grossed $99 million. a volume 
which is up 67.4%, since 1956. 

Crash. Yet, crude as they are. the 
building blocks Henry Reichhold uses, 
his stockholders sadly learned last 
month, sometimes come crashing down 
on his head. A _ pariicula 
point: naphthalene, the simple hydro- 
carbon (C,.H.) steel mills casually 
throw off as a by-product of their 
coking ovens. 

Simple as naphthalene is. Reichhold 
uses the white powdery stuff in anor- 
mous quantities. 


case in 


For a good part o! 
last year, when the nation’s steel mills 
were operating at only 50° of ca- 

" pacity, naphthalene was in short sup- 
ply Prices rose precipitously, up 
200°. Until that happened, Reichhold 
had felt sure he would earn $5 million 
or so on his $99 million in sales last 
year. But soaring naphthalene prices 
played a big part in actually cutting 
his net profit to just $3.4 million. “We 
would have been in pretty good 
shape,” observed he, “if it weren't for 
the crazy situation in naphthalene.” 

Plunge. As far as Reichhold is con- 
cerned, this situation has since become 
no saner, although both steel operat- 
ing rates and naphthalene supplies are 
improving. Recently. to be sure, 
Reichhold has found a way to break 
his terrible dependence upon other 
people’s coke ovens: he signed a long- 
term, low-cost naphthalene contract 


*Reichhold 


Chemicals Inc. Traded NYSE 
Recent price: 2412. Price range (1961): high, 
24'2; low 19. Dividend (1960): 60c plus 2”, 
stock. Indicated 1961 payout: 60c plus 2%, 
stock. Earnings per share (1960): 86c. Total 
assets: $88.4 million. Ticker symbol: RCI 
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with Ashland Oil & Refining Co., 
which has pioneered a new method for 
making this basic chemical from oil 
rather than coal. 

Yet far overshadowing that for the 
present are the effects of yet another 
move he had made at the height of 
the naphthalene shortage. Late last 
year, desperate for naphthalene to 
keep his plants running at optimum 
capacity, Reichhold plunged into the 
“spot” market and bought 25 million 
pounds of the vital stuff at a whopping 
17 cents per pound, about three times 
the normal price. No sooner had he 
made his purchase than the price 
began to fall. By last month, it was 
back to 7e a pound, almost normal. 

Reichhold's high-priced naphthalene 
supply took a tremendous tuck in its 
earnings. In the first quarter, on a 
mere 5.5% drop in sales to $23.8 mil- 
lion, operating profits disappeared al- 
together—vs. a first-quarter profit of 
$612,000 in 1960. To be sure, the bot- 
tom line of the report Reichhold put 
out last month showed a $60.000 profit 
But this was after a non-recurring 
gain of $261,000 from the sale of prop- 
erty and did not include expenses of 
$561,000 in starting up some 
equipment, the expensing of 
teichhold has deferred. 

Hangover. The upshot is that while 
his competitors are now buying 
naphthalene at almost reasonable 
prices, Reichhold still has plenty of 
extremely high-cost naphthalene on 
hand. “It may take us up to the 
second quarter, and perhaps the third 
quarter, before we work it off,” said 
he last month. When that finally hap- 
pens, Reichhold hopes to be in the 
black. But his current 


new 
which 


modest one. “If we can’t make $5 mil- 
lion on sales of $125 million,” he sighs. 
“there's something wrong with us.” 





REICHHOLD’S REICHHOLD: 


a crazy situation 
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WALL STREET 





target is a* 


PART TIME 
PORTFOLIOS 


like 


individ- 
uals, often have money to 
invest. They, too, sometimes 
invest it in shares of other 
companies. 


Corporations, 


As THE first trickle of 1960 annuai 
reports swelled to a spring torrent 
last month, sharp-eyed Wall Street 
analysts were carefully poring 
through notes and footnotes as 
well as the profit statements and bal- 
ance sheets. 


the 


In the footnotes. unde: 
the innocuous subhead “investments,” 
they could find up-to-date informa- 
tion on a fascinating sideline of cor- 
porate money management: who 
owns how much of what other com- 
pany’s stock—and has he been buy- 
ing, selling or 
holdings? 


standing pat on his 


Hundreds of companies, large and 
small, own part-interests in othe: 
companies. Sometimes, as in the 
complex inter-related holdings of the 
Getty oil companies, corporate con- 
trol is the motive. In other cases the 
shares were received in swap for part 
of the investor company’s business 
Such is the case with American Vis- 
cose’s big holdings of Monsanto o 
Paramount Pictures’ stake in Ampex 

Mostly, however, these are invest- 
ments pure and simple, not for the 
sake of control. They were purchased 
to put the buyer’s surplus cash to work 
hard, producing a larger return than 
it could, say, in the government bond 
market. 

In the main, as the table on page 17 
shows, corporate investors (with a 
wary eye cocked at the Justice De- 
partment’s Antitrust Division) have 
confined their buying to their own 
or closely related industries. Still. 
over the years some strange corpo- 
rate bedfellows have evolved. Lock- 
heed Aircraft, for example, is ma- 
jority stockholder in_ fifth-biggest 
moneylender Pacific Finance Co. 
(which it plans to sell back to origi- 
nal owner Transamerica Corp.), and 
Duke Power owns a good-sized block 
of J.P. Stevens common. 

Sometimes, the value of a corpora- 
tion’s holdings outweighs the market 
value of the parent’s stock, as is true 
in M.A. Hanna, for exampie. Thus an 
investor in Hanna common in effect 
gets the company’s basic mining and 
shipping operations free. The sam« 
is true of the Pennsylvania Railroad. 
whose holdings of rich Norfolk & 
Western alone are worth $5 a share 


more than Pennsy’s current price. 
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Company Value to 
Each Share 
of Investor 


Co.’s Stock 


Common 
Shares 
Owned 

(thousands) 


Major Holding & 
Per Cent Controlled 


ACF Industries 
Republic Aviation (15%) 
Allied Chemical Corp. 
American Viscose (8%) 
Libbey-Owens-Ford (1%) 
Owens-Illinois Glass (5°%) 
U.S. Steel tt 
Amerada Petroleum 
La. Land & Explor. (5%) 
American Express 
Hertz Corp. (4%) 
American Home Products 
Goodrich (B.F.) (2%) 
American Mach. & Fdry. 
Black & Decker (5%) 
American Metal Climax 
Copper Range (17.5%) 
O’okiep Copper (20%) 
Rhodesian Selec. Trust (50.6%) 
Roan Antelope Copper (33%) 
American Smelting & Refining 
General Cable (36%) 970 
Mount Isa Mines (54%) 20,482 
Revere Copper (35%) 938 
American Viscose 
Monsanto Chemical (13°) 
Anaconda Co. 
Anaconda Wire & Cable (72°) 
inspiration Consol. Copper (28°) 
Argo Oil 
Continental Oil +7 31 
Midwest Oil (5%) 130 
Standard Oii (N.J.) +7 63 
Beneficial Finance 
Western Auto Supply (47°.) 
Cities Service 
Richfield Oi! (31%) 
Cleveland-Cliffs Iron 
Inland Steel (4%) 
Jones & Laughlin (2°) 
Republic Steel (2%) 
Wheeling Steel (5%) 
Youngstown S&T (5%) 
Colorado Interstate Gas 
Colorado Oil & Gas (58%) 
Corning Glass Works 
Owens-Corn. Fiberglas (31%) 
Cuban American Sugar 
Amer. Crystal Sugar (27%) 
Detroit Steel 
Cleveland-Cliffs (18%) 
Dome Mines, Ltd. 
Campbell Red Lake (67°) 
Dome Petroleum (18%) 
Kerr-Addison ++ 
Sigma Mines (63%) 
Tennessee Corp. +i 
Duke Power 
Stevens (J.P.) (4%) 
Du Pont (E.1.) 
Du Pont of Can. (81%) 
General Motors (22%) 
Remington Arms (60%) 
Eastern Gas & Fuel 
Norfolk & Western (13%) 
El Paso Natural Gas 
Northwest Prod. (66%) 
Westcoast Trans. (19%) 
Western Nat. Gas (19%) 


Ford Motor 
Ford Motor of Can. (75%) 
Freeport Sulphur 
U.S. Pipe & Fdry. (6%) 
General Tire & Rubber 
Aerojet-General (84%) 
Byers (A.M.) (81%) 
Getty Oil 
Mission Corp. (51%) 
Mission Development (63°) 
Tidewater Oi! (14%) 
Grand Union 
East. Shop. Centers (31%) 1,309E 


*Total includes 403,470 ‘‘American shares.” 
1%. E- Estimated. 


$7.25 


163 
120 
328 


201 
22,893 
21,127* 


3,54¢ 


608 
333 


3,842 
840 


1,937 
3,127 
2,092 


***Includes 8,335,648 restricted shares 


Before 2-for-1 split 


Recent Price 
of investor 
Co. Share 


56 
58% 


38 
27% 


81% 
31% 
687% 


16% 


35% 


**Excludes 864,088 shares reserved for conversion of Owens-Illinois $4 Pfd 


Company Common 


Shares 


Value to 
Each Share 
of Investor 
Co.'s Stock 


Recent Price 
of Investor 


Co. Share 

Gulf Oil 402 

Brit. Amer. Oil (58%) “ 3.95°** 
Hammermill Paper 30 

Rayonier inc. (6%) 
Hanna (M.A.) 

Consolidation Coal (25°) 

Hanna Mining (46%) 

National Steel (27%) 

Standard Oil (N.J.) tt 

Texaco, Inc. tt 
Hunt Foods & Industries 

California Packing (9%) 

Harbor Plywood (73%) 

McCall Corp. (37%) 
Imperial Oil 

interprovincial Pipe Line (33%) 
International Tel. & Tel. 

American Cable & Radio (58%) 
Kennecott Copper 

Kaiser Aluminum (13%) 

Molybdenum Corp. (7%) 
Libbey-Owens-Ford Glass 

Johns-Manville (6%) 
Lockheed Aircraft 

Pacific Finance (22%) 
Merganthaler Linotype 

Electric Autolite (28%) 
Noranda Mines 

Kerr-Addison (45%) 

Waite Amulet Mines (68°) 
Owens-Illinois Glass 

Container Corp. (1%) 

Continental Can (3°%) 

Monsanto Chemical (1°%) 

Owens-Corning Fiber. (29%) 
Pacific Petroleums 

Westcoast Trans. (27%) 
Panhandle Eastern Pipe Line 

National Distillers (17°) 
Paramount Pictures 

Ampex Corp. (4%) 

Fairchild Camera (3%) 
Pennsylvania R.R. 

Lehigh Valley (44%) 

Norfolk & Western (33%) 
Phelps Dodge Corp. 

Amerada Petroleum (3%) 

American Metal Climax (5°) 
Phillips Petroleum 

Union Oil of Calif. (15%) 

Pacific Petroleums, Ltd. (39%) 
RCA 

Whirlpool Corp. (19%) 
Revion, Inc. 

Schering Corp. (2%) 

Schick, Inc. (27%) 
Reynolds Metals 

Robertshaw-Fulton (30°) 
St. Regis Paper 

Beaunit Mills (10%) 

Consol. Paper, Ltd. (13%) 
Sinclair Oil 

Richfield Oil (30%) 

Texas & Pac. Coal & Oil (29%) 
Standard Oil (ind.) 

Midwest Oi! Corp. (48%) 

Standard Oil (N.J.) (1%) 
Stokely-Van Camp 

Capital City Products (53%) 
Sunray-Midcontinent Oil 

Pacific Petroleum, Ltd. (6%) 
Textron, Inc. 

Textron Electronics (76%) 
Union Pacific R.R. 

IMinois Central R.R. (22%) 
West Virginia Pulp & Paper 

U.S. Envelope Co. (57%) 
Western Union 

Microwave Assoc. (24%) 242 

Technical Operations (21%) 97 

TelePrompTer (15%) 91 
Woolworth (F.W.) 

Woolworth, Ltd. (53%) 


Major Holding & 
Per Cent Controlied 


0.64 
1.14 


716 1.20 


358 1.43 

46% 
1.81 
1.30 
0.38 

66% 
99,603 79.17 


tLess than 


+ttBefore 3-for-2 split 
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OIL 


JITTERS 


The scatter-gun first-quarter 

results of West Coast oil 

operators add up to a bad 

case of nerves over the big. 
new competition. 


Tue West Coast has automobiles as 
cats have kittens. That is to say, many 
and not very far between. Yet for 
some strange reason, some of the U.S.’ 
biggest oil companies did not get to 
the land of milk & honey until this 
year, when, squatters’ rights in hand, 
get there they finally did. 

Unsettled, At Least. The upshot, 
judging from some first-quarter re- 
sults, has been the wildest battle in 
moon. Profits of the home- 
the West Coast’s traditional 

ranged all the lot, 
from record highs to dismal declines 
To say the least, they paint a picture 
of an unsettled and jittery bunch of 
rock hounds. Some alpha-to-omega 
samples: Union Oil Co.’s earnings, at 
$1.05 a share, up 66° over 1960's first 
quarter: Signal Oil's profits. up 21° 
to 4lc a share; Standard Oil of Cali- 
fornia’s, up 83° to $1.04 a share: 
Shell Oil (which sells 10° of all 
the gasoline in California), a stand- 
off with 1961's first quarter at 57c a 
share; Richfield Oil, one of the walk- 


y decline to 


many a 
steaders 


marketers over 


e 
ing wounded, with a 23 
$1.34 a share 

Boiled down, this meant that 


side of Union Oil’s whopping pickup 


out- 


(for which there are special reasons), 








West Coast majors posted an average 
earnings gain of 2“ in the first quar- 
ter. This was a dismal showing com- 
pared with the robust 23°, average 
pickup in profits delivered by nine 
big companies which are not heavily 
dependent on the West Coast. More- 
over, while the oil refiners’ spread 
(the difference between crude oil 
costs and product prices) was up 43% 
east of the Rockies last month, it had 
dropped 11°; on the West Coast in 
the face of what Richfield Oil Corp 
President Charles S. Jones called “the 
worst price war in history.” The 
battle was still raging in mid-May 
If anything it was getting worse. In 
some places, for instance, regula: 
grades of gasoline were selling fo 
19.9¢ a gallon, a full 10c under Janu- 
ary’s price. 

War of Fancy. Down-to-earth as the 
battle was, it had an air of fancy about 
it. In one sense, the battle was caused 
not so much by what had happened 
as by what might happen. For ex- 
ample, Gulf Oil Corp. moved into the 
West Coast last year with the pur- 
chase of Wilshire Oil, a refiner with a 
35,000-barrel daily capacity. Before 
Gulf took over, Wilshire historically) 
sold its products for 2c less a gallon 
than other companies and West Coast 
oilmen did not bat an eye. Wilshire is 
still selling its gasoline for 2c less than 
standard prices, but now West Coast 
oilmen view the differential as a 
price-cutting maneuver by 
the world’s giant oil concerns 

Adding to the strangeness of the 
melee is the fact that although such 
huge companies as Jersey Standard, 
Standard of Indiana and Continental 


one ol 








STANDARD OF CALIFORNIA SERVICE STATION: 


, F — 
who was knocking at the do« 












r—OIL EARNINGS— 
EAST & WEST— 


First quarter 


earnings % change 
Company per share) from 1960 
Socony Mobil $1.23 +27.0% 
Jersey Standard 0.89 +12.6 
Gulf 0.92 12.0 
Texaco 1.75 + 8.7 
Sun 0.92 + 30.0 
Sinclair 1.06 29.0 
Atlantic 1.60 72.0 
Continental 0.76 + §.5 
Phillips 0.80 + 6.7 
AVERAGE (nine companies) 23.3 


WEST COAST MAJORS 


Standard of Calif. $1.04 8.3% 
Union Oil 1.05 66.0 
Signal Oil 0.41 21.0 
Richfield Oi! 1.34 23.0 











Oil have moved west, they have not 
heightened the competition by build- 
ing new service stations and refineries 
Rather, they have bought existing 
outlets. Thus, Continental purchased 
Douglas Oil, Jersey’s Humble division 
picked up Monterey Oil and Indiana 
Standard now has plans to acquire a 
big Honolulu Oil. Nothing 


has been added on 


stake in 
new, In a 
the Coast 

Wolf at the Door. 


difference now, of 


sense, 


But there is a 
namely, 
that the small companies are now con- 
trolled by 


course 





some of the biggest and 


shrewdest oilmen in the business. The 
big wolves, in other words, are at the 
door now, ready to throw the re- 


sources of their vast empires into the 
fray 

That is any old 
homesteader the jitters. Some, though, 
have responded remarkably well 
Union Oil, in fact, got fat during the 
first selling its traditionally 
large heating oil supplies at hand- 
some eastern companies, 
the cold winter to 
And California Stand- 


enough to give 


quartel! 
prices to 
hard-pressed by 


: 
meet demands 


ard, although it still gets an esti- 
mated 40°, of its profits from West 
Coast operations, could take some 


satisfaction from the healthy busines: 
ts Chevron products 
enemy strongholds in 

Poo 


its WorkK cut 


were doing 
East 
might have 
West Coast 
marketing battle gets any wilder. Of 
all the West Coast Richfield 
the most to Everything it 
-or does not get—is west of the 
Sierra Nevadas. And that, if you were 
an oilman, was hardly the place to 
sit last with back to 


the 
Richfield, though. 
out if the 
majors, 
has lose 


gets 


montn youl 


the doo! 
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METALS 


THE MARKET'S THE THING 


After bringing in 75 million pounds of new capacity 
this year, International Nickel can hardly be worried 
that its competitors might catch up. But it seems 


definitely 


THERE is a saying that the ghost of 
Senator John Sherman, of Sherman 
Antitrust Act fame, sits on the board 
of directors of every large U.S. cor- 
poration. If so, one might plausibly 
assume that his spectral presence 
would be in attendance whenever the 
directors of International Nickel Co. 
gather in the board room on the 21st 
floor of 67 Wall Street. 

For Inco has the paraphernalia of 
market dominance to the point of sur- 
feit. Last year it supplied over 68°, 
of the 515 million pounds of nickel 
consumed not merely in the U.S., but 
in the entire free world. This year its 
share, bulked by 50 million pounds 
(vs. a capacity of 75 million) from 
its $185-million Thompson project in 
northern Manitoba, will be still larger 
—just how much larger will depend 
on whether there is any Cuban pro- 
duction and whether it can be includ- 
ed in free world totals. What better 
situation in which to act like a 
monopoly? 

North of the Border. But Inco, let it 
be said quickly, has done no such 
thing—and not from any fear of Sena- 
tor Sherman’s ghost. For Inco is a 
Canadian company, the International 
Nickel Company of Canada, Ltd., and 
its claims to Canadian domicile are no 
mere legalisms. Until now all its ore 
has come from the Sudbury basin of 
Ontario Province, whence most of it 
was after concentrating and smelting, 
shipped to Port Colborne, Ontario for 
refining. And the opening of the 
Thompson project late in March left 
the company as Canadian as ever. 

Nearly 21,000 of the company’s 30,- 
000-plus employees are Canadian, 
while some 5,700 more work in its 
British refineries, rolling mills and 
laboratories; the U.S. total, clustered 
mainly around the Huntington, W. Va. 
rolling mill, is under 4,000. True, 
the U.S. has traditionally been Inco’s 
largest market. But even that is 
changing, for in 1960 Western Europe’s 
nickel use equalled that of the U.S. for 
the first time in several decades. Thus 
it is only fitting that Inco’s Canadian 
and British directors outnumber their 
U.S. Counterparts by a total of 13 
to 12. 


*International Nickel Co 
Traded NYSE. Recent 
range (1961): high, 7514; low, 5814. Dividend 
(1960): $1.5245. Indicated 1961 payout: $1.60 
Earnings per share (1960): $2.76. Total as- 
sets: $678.7 million. Ticker symbol: N. 


of Canada, Ltd 
rice: 7514. Price 
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concerned lest 


its markets get away. 

Competitive Spirit. The larger ques- 
tion about Inco, however, is less 
whether it could be subjected to the 
U.S. antitrust laws, in view of its cor- 
porate domicile, as whether, for the 
economic health of the free world, it 
should be. And here the answe1 
would seem a clear “No” for two 
major reasons, the first of which is the 
changed situation in the nickel in- 
dustry. 

Impressive though Inco’s 1960 share 
of the nickel market may be, it is 
much less than the 80°; -90°; it had as 
recently as a decade ago. For since 
then, partly with U.S. Government aid 
(of which more later), five Western 
Hemisphere nickel producers have 
come into being de novo or have 
greatly expanded their output.+ Thus 

*They are: Falconbridge Nickel Mines, a 
producer in the Sudbury area since the early 
1930s; Sherritt Gordon Mines, which began 
producing from its Lynn Lake, Manitoba de- 
posits in 1954; Hanna Mining, which started 
production of ferronickel (a mixture of iron 
and nickel) in Oregon in 1953; and two 


Cuban operations, Nicaro and Freeport Sul- 
phur, seized in 1960 


CALLS ON 
INCO’S CASH 


The drain on Inco’s cash for new con- 
struction, increased nickel inventories 
and (in 1957) retirement of the com- 
pany’s preferred has exceeded its 
available cash flow—retained earn- 
ings plus depreciation and depletion 
—for most years since 1955. But well- 
heeled Inco has managed to make up 
the difference without new financing, 
by drawing down its cash from $173 
million in 1955 to $70 million in 1960. 
$ 150 a 























Inco no longer swings quite the mar- 
ket weight that it once did. 

More significant is the changed at- 
mosphere within the company itself 
Since the end of World War II, and 
more notably since the beginning in 
1954 of the presidency of urbane, 
voluble Henry S. Wingate, now chair- 
man and chief executive officer, Inco 
has clearly awakened to the im- 
portance of building its markets rathe 
than merely holding them. A spate of 
new marketing efforts, backed up by 
new supplies from the Thompson 
project, give serious testimony that 
Inco has forsaken the idol of control 
for the religion of growth. 

In the Beginning. It was not always 
thus. Inco born in 1902 by a 
merger, courtesy of the elder Morgan, 
of two copper Canadian 
Copper Co., which owned most of the 
Sudbury basin deposits, and Orford 
Copper Co. of Bayonne, N.J., which 
had patented a workable process for 
separating nickel 
mixed 

Both were copper companies 
cause in the Sudbury basin and many 
other deposits, nickel and copper oc- 
cur mixed—a fact that has left its 
mark on both the nomenclature and 
the economics of the nickel industry 
The word “nickel” is said to derive 
from “kupfernickel,’ or “Old Nick's 
copper,” the name European miners 
gave to the stubborn stuff that re- 
sulted when they tried to smelt nickel- 
copper ores. And to this day, Inco is 
one of the world’s major coppe: 
miners, producing nearly a pound of 
copper for every one of the more than 
300 million pounds of nickel it sells 
annually 

Arms and the Men. By the time Inco 
was born, the original employments 
of nickel—as a copper-nickel alloy for 
coinage, a copper-nickel-zinc alloy 
(“German silver”), and for plating 
had already paled into relative in- 
significance compared to the uses of 
war. As far back as 1889 the Scotch 
metallurgist James Riley was inform- 
ing the and Steel Institute of 
Great Britain of the military virtues 
of nickel steel: “I am inclined to state 
firmly that there has not yet been 
placed at his [the military engineer's] 
disposal materials so well adapted to 
his purposes—whether of armor, o1 


was 


companies: 


from copper in 
ores. 


be- 


Iron 


of armament—as those I have now 
brought to your And little 
more than a year later the Glasgow 
Herald was speculating editorially on 
what would happen when “the irre- 
sistible nickel-plated breech-loade: 
confronts the impenetrable nickel- 
plated ironclad .. .” 

One did not, at least around the 
turn of the century, deal with such 
born monopolists as the Krupps, the 


notice.” 
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CHAIRMAN WINGATE & FRIEND: 


a Commonwealth company 


Creusots, the Bethlehem Steels and the 
othe without 
monopolistic tendencies; and any such 
that Inco developed were doubtless 
strengthened by the fact that nickel 
closer to natural 
than other important 
material. Not that it is 
rare: on the contrary, the earth’s crust 
is estimated to contain much more 
nickel than all its copper, lead and 
zinc But nickel deposits of 
sufficient and make 
them commercially workable are very 
rare indeed 

The Natural Thing. Even today, the 
Sudbury basin the only 
really important nickel deposit in the 
world. Prior to World War II, 
the only other one even worth men- 
tioning * the French Pacific 
island of New Caledonia, which nor- 
mally only 10°,-15% as 
much as Sudbury. Moreover, the New 
Caledonia deposits were owned by 
France’s Société Le Nickel and con- 
trolled by the Rothschilds, whose idea 
of how 


armsmakers acquiring 


comes being a 
monopoly 


industrial 


any 


combined 


size richness to 


comprises 
tree 
Was on 


produced 


to do business was to sell a 
production at peak 
prices in a well-protected European 
market. “Canada,” Samuel J. 
Ritchie, the gifted promoter who 
formed Canadian Copper Co., “pos- 
probably five-sixths of the 
world supply of nickel. Such being 
the case, she can control the markets 
of the world and the uses to which 
the metal shall be applied.” 

Thus it is less than surprising that 
Inco should from its earliest begin- 
nings aim for dominance of the nickel 
market, either by crushing its com- 


well-controlled 


said 


sesses 





“Another would have been at Petsamo on 
Finland's Kola Peninsula, which Inco began 
to develop in 1934 and had near production 
when the Russo-Finnish War broke out in 
1939. In the 1944 peace settlement, the area 
went to Russia, which over the next six years 
paid Inco $20 million in compensation 


20 


petitors or joining them. A decade 
before Inco’s formation in 1902 its 
predecessor companies were driving 
Canadian competition out of the busi- 
ness by price wars. In the early 1920s, 
two decades after birth, the 
same technique was used to dispose of 
another competitor, British America 
Nickel Corp. The one competitor too 
well entrenched at Sudbury to be 
ousted—Britain’s Mond Nickel Co.— 
was merged into Inco in 1929, when it 
became that each company 
owned part of the great Frood ore- 
body, the largest in the Sudbury 
basin. 

The Rough Side. To be the dominant 
supplier of an essential material to 
an industry as old as the arms in- 
dustry might sound delectable, but no 
one knew better than Inco its severe 
limitations. When the last of the 
World War I contracts ran out, the 
company was practically out of busi- 
ness, and had to shut down for a yea) 
in 1921-22 for lack of orders 

President Robert C. Stanley led the 
company out of that box by assiduous- 
ly promoting non-armament uses for 
nickel—including Monel metal, a nick- 
el-copper alloy that Stanley himself 
had conceived some 20 years earlier 
(to avoid having to separate the nickel 
from the copper) and had tactfully 
named after an Inco president. To roll 
Monel and other nickel alloys, Stanley 
risked most of the company’s liquid 
assets in the early Twenties to build a 
$3-million Huntington, W. Va. rolling 
mill. Before the decade’s end Inco 
had passed its World War I sales 
peaks with the help of its new markets 

notably the auto industry, with a 
third of all nickel use 

War Orphan. To understand the at- 
mosphere in Inco today, it is neces- 
appreciate ts 


Inco’s 


clear 


deeply 


sary to how 
































































































4 VEW INDUSTRY GROWS IN THE MANITOBA MARSH: 








World War I experience burned into 
the company memory. In Inco’s book, 
even a major depression became a 
relative trifle, as compared with the 
dislocation of a war’s end. The Great 
Depression, for example, had so brief 
an effect on the company that by 1934 
its sales had almost entirely recovered, 
and it launching the Petsamo 
project to provide itself with increased 
supplies. 

Thus Inco the end of World 
War II approach with a feeling of 
considerable much of it 
justified. The war’s demands had ex- 
hausted its most easily mined ores at 
Sudbury, demanding a revision of the 
mining setup there; and the demand 
for nickel was sure to suffer a sharp 
drop, even though not on the same 
scale as after World War I. 

High Sights. In this setting, 
threefold decision was easily one of 
the most important 
It was: 1) 
the necessary to 
put Sudbury’s output on a stable new 
level; 2) 
nickel resources by discovering majo 
new supplies; and 3) to mount what- 
ever marketing efforts might be need- 
ed to sell the new supply. 

Inco’s Turkish-born (as the son of 
parents) Chairman Win- 
gate summarizes the company’s posi- 
tion this way: “As we came out of 
World War II, our policy became 
centered around the expectation that 
future nickel would 
present capacity. It was perfectly 
plain to us that nickel producers, if 
they wanted to survive, had to go out 
for nickel to add to the 
world’s supplies. We had two choices 


Was 


Saw 


concern, 


Inco’s 
in company his- 
to make the invest- 
changes 


tory 


ment and 


to augment the company’s 


missionary 


demand exceed 


and search 


either to sit on what we had until 
it was used up, which might have 
taken 25 years or more, or to pou! 





400 miles from nowhere, a modern town 
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capital and energy inio the search 
for new nickel.” 

Skeleton Story. The history of Inco’s 
first postwar decade might conceiv- 
ably be compressed into the story of a 
search. Its general was the 
great pre-Cambrian geological forma- 
tion of the Canadian Shield, a 2,800- 
000-square-mile horseshoe stretching 
from Labrador to the Yukon; its con- 
centration area was northern Mani- 
toba, despite the lack there of the rock 
outcrops on which prospecting still so 
heavily depends. “For three years 
before our discovery,” reminisces Win- 
“we were drunken 
sailors.” 

But Inco had both kept abreast of 
and contributed to the advance in 
aerial prospecting, where it had the 
advantage of being able to test new 
techniques on its 130,000 well-ex- 
plored acres in the Sudbury basin 
Thus the day inexorably came in Feb- 
ruary 1956 when Vice President 
Ralph D. Parker called Wingate from 
Manitoba and announced, “Harry, it 
looks like we've hit the jackpot!” 

The Setting. But it is misleading to 
consider the search alone, for it was 
the concurrent happenings that gave 
point and moment to Inco’s feverish 
prospecting. After a brief postwar 
period of easy supply, the Korean Wai 
so boosted demand for nickel that it 
was put under government allocation 
again 1951 until late 1953. De- 
fense uses plus stockpile purchases 
swelled until (Wingate estimates) 
they were soaking up fully 40°; of the 
total nickel supply, leaving the civilian 
economy starved 


locale 


gate, considered 


from 


As for the necessity for the starvation, a 
March 1961 report by the House Committee 
n Government Operations remarks ‘Ac- 
curate evidence shows that the Government 
tself both created the shortage and solved it 
simply by reducing the amount of nickel di- 
verted to the stockpile ‘ 


This, one may assume, did 
not increase Inco’s popularity with, 
say, small electroplaters who saw 
their businesses wither for lack of 
trifling amounts of nickel. And the 
end of government allocation in Oc- 
tober 1953 merely impaled Inco more 
sharply on the hook, for the company 
was then charged semi-officially with 
allocating on its own 

Funds for All? At the same time the 
U.S. Government doing every- 
thing it could to bring new companies 
into the nickel business, ostensibly for 
the sole purpose of increasing nickel 
supplies. Over $800 million was com- 
mitted on premium 


safely 


was 


price contracts, 


exploration contracts, advance pay- 


ments, etc., of which Inco received 
part for nickel produced from low- 
grade Sudbury ores that otherwise 
could not have been 
worked. 

But Inco turned down when, 
in 1956, it sought government finan- 
cial help for what became the Thomp- 
son project. The reason for the denial, 
said Attorney General Herbert Brow- 
nell, was that “it was believed that 
the company could proceed with the 
project without financial 
from this Government.” 

Financial Balm. Ironically, these un- 
settling developments came in what 
were otherwise the most fruitful years 
in company history. In 1956, for ex- 
ample, buoyed up by peak prices fo: 
copper and for the platinum metals 
(of which the company refines 300,- 
000 to 400,000 ounces yearly as by- 
products of its nickel operation), Inco 
earned a record $96.3 million on sales 
of $444.7 million, or nearly 22 
per sales dollar. And in the 
1954-1956, Inco’s retained earnings 
were nearly $100 million—a statistic 
that helps mightily to explain (along 


economically 
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years 


{¥ UNDERGROUND BLAST IS PREPARED AT SUDBURY: 


about 20 pounds of nickel from a ton of ore 


PLATING AUTO HUBCAPS: 


beneath the chromium, the nickel 


with a 9.5c nickel price increase, to 74c, 
at the end of 1956) how the company 
able to shoulder the Thompson 
project without 
financing 

The Thompson project 
John F. Thompson, then Inco’s chair- 
man 


was 
resorting to outside 


named foi 


also proceeded with surpassing 
smoothness after the official announce- 
ment made in December 1956 
The very first winter, over 30,000 tons 
of equipment was moved in by tracto1 


was 


and snow of the 
marshy Manitoba terrain; a rail spur 
was completed to the town in Octobe 
1957 from the Canadian National's 
lonely Hudson Bay Line; and a 2,000- 
foot production shaft was finished th« 


trains across the ice 


same yeal 

Townsite. The most intriguing aspect 
of the Thompson project was the town 
itself, a municipality of (eventually) 
some 8,000 souls in the Manitoba bush 
400 air-miles north of Winnipeg. The 
Inco executives in charge of its plan- 
ning, including Ontario-born Presi- 
dent J. Roy Gordon, were leery from 
bitter experience of the company-town 
flavor around Sudbury, and tried to 
avoid any such aroma from the start 
The Metropolitan Planning Commis- 
sion of Winnipeg brought in to 
design the 


was 
town (at company ex- 
pense); the essential services—roads, 
schools, sidewalks, sewers, etc 
built at a cost of $8.5 million and given 


to the town outright; and the company 


were 


insisted that all permanent dwellings 
be privately built 

Last month Inco already had some 
1,400 employees at Thompson out of 
its planned total of 2,000, not count- 
ing several hundred 
workers. The automobile population 
already 500, though the 
town was not yet connected with the 
Manitoba highway system 


construction 


exceeded 


It was this 
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last figure, presumably, that led a 
group of far-sighted Canadian en- 
trepreneurs to begin construction of a 
shopping center. 

Light and Dark. If Inco’s most profit- 
able years were some of its most 
strained ones, it should also be noted 
that a recession started things break- 
ing the company’s way. The 1958 re- 
cession quickly put an end to any 
need for allocations, and in a short 
time nickel was in such free supply 
that the company was distributing a 
pamiphlet proclaiming to its customers 
the final end of the shortage. 

Yet the recession-born drop in de- 
mand did not present Inco with any 
embarrassment of supply. For in Sep- 
tember 1958, the left-wing Mill, Mine 
and Smelter Workers union called an 
incredible strike (incredible, that is, 
in view of the economic outlook) that 
halted all Ontario operations for the 
rest of the year. a drop 
in Inco’s nickel deliveries, to some 
206 million pounds in 1958 from 290 
million the year before, 
companied by a $5-million drop in 
company inventories. 

Playing the Breaks. This lean inven- 
tory position in turn enabled Inco to 
agree in 1959 to take on, at the market 
price of 74c a pound, most of the 
nickel deliveries to the U.S. Govern- 
ment under stockpile contracts. This 
amounted in 1960 to a whopping 51.4 
million pounds, about one seventh of 
the company’s total deliveries. But 
here too the goddess of luck was jog- 


As a result, 


was also ac- 


PAPER 


ging at Inco’s elbow; for free-world 
nickel consumption that year soared 
by a fancy 23%, and Premier Castro 
cut off two substantial Cuban sources, 
Nicaro and Freeport Sulphur. 

Why should Inco want to handle 
stockpile nickel at no profit? “It un- 
doubtedly does add to our costs,” 
admits Wingate, “to buy nickel at 74c 
and sell it at 74c. But we got our 
customers used to buying from us in 
larger quantities in anticipation of 
our own future supplies. With only 
our own nickel, we couldn't have 
built up the inventory position we 
consider necessary for our marketing 
program. Eventually we'd like to have 
100 million pounds of nickel of all 
forms in inventory.” 

Tough Stuff. The marketing program 
that this inventory supports is de- 
signed to take full advantage of 
nickel’s unique properties. These in- 
clude the ability to impart tough- 
ness, or hardness, or special magnetic 
properties, or resistance to extreme 
heat or cold or corrosion, to the metal 
with which it is alloyed. The more 
extreme are the demands made on a 
material—in the moving parts of jet 
engines, for example, or in atomic re- 
actors—the more likely is the use of 
a nickel-containing alloy. 

English-born Dr. William Steven, 
speaking for the company’s product 
development and research division (as 
opposed to its process and extractive 
research), cites Inco’s cryogenics work 
as a case in point: “In the middle 
Forties our engineers pointed out that 
there would be increased handling of 
chemicals at very low temperatures, 
down to that of liquid hydrogen, where 
ordinary steel turns brittle.” 
searchers 


Inco re- 
prepared for the future by 
coming up with a superb 9° nickel 
steel—for which there were no takers. 


STORING LIQU 1D NITROGE N DEM. 4NDS SPEC IAL 


“The expected market for it just 
wasn’t there,” continues Steven, “but 
then somebody discovered a good 
market for it for tubing in corrosive 
natural gas wells—an application for 
which it wasn’t originally intended. 
Later the business of handling gases 
in liquid form, oxygen in particular, 
began to grow and we started to get 
back our research costs. Now 9° 
nickel steel is so well established that 
you can buy pressure vessels made 
of it right off the shelf.” 

Drawing the Bead. An important new 
weapon added to Inco’s marketing 
arsenal was the group known as Ap- 
plication Engineering, which Chair- 
man Wingate himself organized back 
in 1958. It assigns task forces the 
responsibility for stimulating nickel 
use in specified industries—in contrast 
to the dolorous years when Inco’s 
technical services had to consist mainly 
of teaching its customers how to do 
without. True, these efforts paid off 
on occasion, as when Inco learned 
during World War II how to rob cast 
iron of its brittleness by adding a 
pinch of magnesium. After winning 
a lengthy patent infringement suit 
against Ford over the process, the 
company now collects about $1 mil- 
lion a year in royalties from some 
500 licensees both in the U.S. and 
abroad. However, as Vice President 
Richard A. Cabell observes firmly: 
“For the long haul, we aren't in the 
royalty business.” 

One task force failure that every 
car owner will regret was the unsuc- 
cessful effort to develop a nickel stain- 
less steel muffler to replace the cor- 
rosion traps with which most cars are 
equipped. However, the effort may yet 
provide a nickel stainless market in the 
antismog devices soon to be required 
on West Coast cars. And another task 
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to conquer brittleness, a portion of nickel 


The question was w hat t to do about 
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CHARGING A CONVERTER: 
a metal for hot work 


force is optimistic over Inco’s chances 
of capturing most of the truck tank 
market for stainless steel, whose im- 
perviousness and ease of cleaning 
would permit the carrying of sharply 
differing substances (say, food and 
industrial chemicals) in the same 
container on successive trips. 

More to Come? It is this marketing 
progress that gives Chairman Wingate 
his sense of buoyancy these days, 
quite as much as the continuing up- 
ward trend of the nickel business. 
(March and April, he confides, were 
the best months since March of 1960.) 
For the new marketing effort reflects 
the discovery of the major new nickel 
deposit at Thompson, by far the most 
important one since the discovery of 
Sudbury itself. And that in turn 
means that nickel is really moving as 
a material, and promising to achieve 
its technical potential to a degree that 
would have been impossible without 
new supplies. 

Are other Thompsons yet to be 
found? Inco is convinced that there 
are, and is determined to do the find- 
ing itself. For example, it is now 
negotiating with Greek interests about 
a nickel ore deposit at Larymna, 
Greece, which might prove capable of 
supporting an operation of at least 
20 million pounds a year, the mini- 
mum that Inco regards as feasible for 
a long-term venture. 

But a better bet would seem to be 
in the Canadian 
Shield, perhaps not too far from 
Thompson itself. Says President Gor- 
don: “We'll be surprised if we don’t 
find another Thompson mine up there. 
That area is a good hunting ground. 
and the old mining adage says that 
the best place to find a mine is where 
there is a mine.” 
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DRUGS 


TO SPLIT OR 
NOT TO SPLIT 


A stock split for American 

Home Products? Why cut 

a pie, says its chairman, if 

you only end up with smaller 
pieces? 


Ir Chairman Alvin G. Brush had a 
shorter memory, he might long ago 
have recommended that his board 
split the shares of his American Home 
Products Corp.* “Just look at this 
mail,” sighed he last month, tapping 
a tumbling pile of letters on the desk 
of his Manhattan office. “A lot of peo- 
ple want us to split our stock. I’m so 
busy answering the mail I hardly 
have time to do my job around here.” 

Brush should hardly have been sur- 
prised by the flood of letters. With 
HPT common priced at well over 200 
on the Big Board for most of 1961 (up 
400°. in just five years), Brush has 
long since passed the point where 
most corporate bosses would have de- 
cided to divide their shares. 

But Brush has been reluctant to do 
so. So far he has ignored an increas- 
ing clamor for a split from his 28,217 
shareholders. Why so? Because, in 
his own words, Brush has preferred 
to indulge in some “old-fashioned 
thinking.” He cannot forget what 
happened in 1946. In that year, Amer- 
ican Home Products split its com- 
mon 3-for-1. That split wasn’t much 
help to stockholders. “The price of 

*American Home Products Corp. Traded 
NYSE. Recent price: 212!,. Price range (1961) 
high, 227!2: low, 17612. Dividend (1960) 
$4.20. Indicated 1961 payout: $4.20. Earnings 


per share (1960): $6.29. Total assets: $225.7 
million. Ticker symbol: HPT 


s 
LABORATORY TESTING OF DRUGS: 


our stock,” says Brush, “promptly 
declined and it took us three hard 
years to justify the split.” Adds he: 
“The 1957 split [2-forl] turned out 
better. We took that one in stride.” 

Right now, Brush is not sure that 
his company, whose shares are sell- 
ing at 11 times book value, could 
take another split in stride. “We are 
priced at 30 earnings these 
days,” says he. “Not so long ago ou 
stock was priced at 15 times earnings 
and that was more comfortable.” In 
line with this reasoning, Brush wants 
to see sales and earnings go up be- 
fore he does anything likely to effect 
the total price of the company’s 
shares. Explains he: “I do not care 
how much the price of our stock has 
gone up or what the market says the 
stock is worth. The value of ow 
stock, as far as I'm concerned, is going 
to be determined by the profits and 
our ability to pay dividends.” 

Brush was by no means ruling out a 
stock split in the future. He actively 
considered a split as recently as last 
fall, but backed away because of the 
recession. What he wants is some as- 
surance that American Home Prod- 
ucts’ pie will grow bigger before he 
considers cutting it into more pieces 
The pie been growing. Since 
American Home Products stock was 
last split in 1957, sales have risen 29°, 
(to $446 million) and earnings have 
done almost as well: up 25% to $6.29 
ashare. “We expect to improve both 
those figures by 5% or so this year,’ 
says Brush, “and if the economy con- 
tinues to look good, a split might be 
in order.” 

Still Brush is not quite ready to 
wield the pie knife. “For now,” says 
he, “I want to get back to my Anacin 
sales charts; I haven't 
quite a while.” 
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the pie knife remains in the drawer 











PAPER 


CONDITIONING 
EXERCISES 


Champion Paper, which has 
been something less than a 
winner of late, has now 
emerged from some vigorous 
training exercises. 
A YEAR as president of Champion 
Paper & Fibre Co.* has been a sober- 
ing experience for Karl R. Bendetsen. 
Says he: “This has been one devil of 
a year for me!” 

Out of Trim. Bendetsen, a_ suc- 
cessful West Coast lawyer, took over 
direction of Champion a ago 
last March, just as the company’s 
fiscal year was closing. He knew that 
Champion had some problems, but 
the immediate past did not seem too 
discouraging. Sales for the previous 
year had risen 16%, and net profit 
had expanded 26°;. Well-equipped 
with business, Champion’s mills had 
been rattling along at 98°. of capacity. 

But when Bendetsen took a second 
and harder look at Champion's con- 
dition, he was appalled. Says he: “We 
had been operating with almost all 
the stops out, but we made only $1.98 
a share.” Back in 1956, Champion 
had earned $3.14 a share. Profit mar- 
gins had since declined from 8.5‘, 
to 5¢,. Concluded Bendetsen: “There 
is something really wrong when a 
company like Champion cannot do 
better than that.” 


year 


Champion Paper 
NYSE. Recent price 
high, 34',; low, 263, 


& Fibre Co. Traded 
31'4. Price range (1961) 
Dividend (fiscal 1960) 


$1.20. Indicated fiscal 1961 payout: $1.20 
Earnings per share (fiscal 1960): $1.98. Total 
assets: $201.7 million. Ticker symbol: CPP 
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BALING OF SHEET PULP: 


the weeding operation 





The question was what to do about 
it. Champion’s position in printing 
papers and fine papers (80° of its 
sales) and in paperboard (16% of 
sales) seemed sound enough. So 
Bendetsen set out on a weeding op- 
eration to give them growing room. 

Rigid Regimen. He set a fast pace. 
He sold off all of the company’s seven 
executive aircraft (“We do not,” 
growled Bendetsen, “need an air 
force.”). He halted a company-spon- 
documentary film program. 
(“Our new corporate image,” he said, 
“will take care of itself.”). And he 
chopped Champion’s work force from 
10,200 to 8,500. In all, he hacked 
$14 million a year out of overhead. 

But that was not all. Bendetsen 
vowed to purge Champion of several 
costly diversions from its main busi- 
ness. That meant ridding the com- 
pany entirely of such unprofitable 
lines as its highly touted Vaculite 
process, which produced a metalized 
paper similar to aluminum foil. Vacu- 
lite had been costing Champion a cool 
$1 million a year for three years in 
development costs alone. Said Bendet- 
sen grimly: “The trouble with Vac- 
ulite was that it would not do a thing 
that foil could not do just as well.” 

Costs became a fetish with Bendet- 
sen. At his Canton, N.C. mill, when 
he got done with it, four big paper 
cutters now performed the work 
formerly done by 12. Inventories, 
which totaled 45,000 tons of paper 
when Bendetsen arrived, now are 
down to a manageable 25,000 tons. 
Observed Bendetsen: “Sure, we had 
full production all right. But a whale 
of a lot of it was going right into the 
warehouse.” Bendetsen did what he 
had to do. He cut production sharply 
across the board. 
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CHAMPION PAPER’S BENDETSEN: 


getting what he came for 


Back in Shape. Such reforms played 
hob with Champion's earnings. Last 
year’s earnings (for the year ended 
March 31) were the worst since World 
War II, and barely covered the $1.20 
per share dividend. Production aver- 
aged only 86% of capacity. 

Says Bendetsen wearily: “I will tell 
you this: I am getting what I came 
for.” In the December quarter. for 
example, Champion earned only 20c 
a share. His present organization, he 
figures, could now earn 50c a share 
under the same conditions. “In othe: 
words,” says he now can earn 
as much operating at 85°, of capacity 
as we could a couple of years ago 
operating at almost 100°; 


“we 


PLASTICS 


A SENSE OF 
TRADITION 


Rohm & Haas’ new president 
shows no signs of altering a 
time-tried strategy. 


CHANGE was in the air when 46-year- 
old Dr. F. Otto Haas succeeded his 
near-nonagenarian father, founde: 
Otto Haas, as president of Philadel- 
phia’s Rohm & Haas* 16 months ago. 
But those who expected drastic 
changes were soon disappointed. 
Last month, Dr. Haas, a Ph.D. in 
chemistry from Princeton, reported 
on his first full year of stewardship 
(CONTINUED ON PAGE 29) 





*Rohm & Haas Co. Traded NYSE. Recent 
yxrice 515. Price range (1961): high, 670 
ning 500. Dividend (1960) $2.94. Indicated 
1961 payout $3. Earnings per share (1960) 
$18.47. Total assets: $185.7 million. Ticker 
symbol: ROH 
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ABUNDANT FRESH WATER 


Nebraska has the largest underground 
water supply of any state... plus 6,000 
miles of permanent flowing streams and 
2,000 natural and man-made lakes. 


QUALITY LABOR SUPPLY 


21 thousand workers await industry. Most 
are farm-reared, their productivity un- 
equaled. Favorable labor climate through 
local and state laws 


~ 


— 
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TAXES LOWEST IN U. S. 


No sales, income or nuisance taxes... 
lowest per capita state tax load in US., 
levy reduced recently. State government 
debt-free and borrowing is prohibited 


Pientiful gas, water and power. Lowest in 
dustrial electric rates in Midwest, fourth 
lowest residential rates in nation. Nuclear 
reactor in service by 1962 


STEADY INDU 


In past 10 years Nebraska has been 10% 
over national average in value added by 
manufacture. Recent constitutional amend- 
ment offers new plant advantages 


CENTRALIZED LOCATION 
Midpoint between both coasts, Nebraska 
has 48 million people within 500 mile 
radius. Per capita income increased 19.5% 
in past three years — U. S., 10.2% 


“MAIN-LINE” TRANSPORTATION 


Ten railroads, 1,500 certified motor car- 
riers, seven airlines and two barge lines 
serve Nebraska. Excellent sites available 
along Interstate and rails. 
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EDUCATIONAL FACILITIES 


Four universities, 12 colleges and four 
teachers’ colleges in state. Average is 
fewer than 20 pupils per teacher in public 
elementary and secondary schools 


LIVING — “MIDWEST” STYLE 
Nebraskans enjoy hard work, recreation, 


Informative Industry Fact File 
describes industrial climate 
in 23 Nebraska cities. 
Available free to help you.. 


NEBRASKA 


INDUSTRY 
FACT FILE 


NEBRASKA PUBLI 


vee PUBLUC POWER CT AND PLA 


POWER SYSTEM 


SELECT YOUR PLANT SITE 


IN NEBRASKA 


It’s the people who count ... people who make plants possible, produc- 
tive, profitable. You'll like the people in the Nebraska cities listed above. 


These people have compiled specific information for industry, made sites 
available, financing possible, local and state taxes favorable. Complete 
data is available — and it’s been condensed in this FACT FILE to help 
you when you plan an expansion or move. 


It’s the people who count... people who are interested in you, just as 
you will be interested in the prosperity and potential in Nebraska. 


For your INDUSTRY FACT FILE, write today to D. J. DeBoer, Execu- 
tive Manager, Nebraska Public Power System, Columbus, Nebraska — 
or to David Osterhout, Chief, Nebraska Resources Division, State Capitol 
Building, Lincoln, Nebraska. 


ss © 
| “good life’—in fact, they | . 
wing a “good te —in tact. ey ve = Nebraska Public Power System 
... won't you think about joining us? : 

of the Loup River Public Power District and Platte Valley Public Power and Irrigation District 
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PRODUCTS AND IDEAS THAT CAN PAY OFF FOR YOU 


Can this new fire-protected wood solve a building problem for you? 


Non-CoM “ fire-protected wood has solved problems of cost, 
time or materials for many architects and builders. Here are 
the reasons why: 
* Non-Coo is fire safe .. . it has the lowest fire hazard 
classification ever assigned a wood product. 
* Non-ComM protection is permanent. 
* Chemicals impregnated deep in the wood provide auto- 
matic protection against the spread of fire. 
These properties further enhance the superb natural qual- 
ities of wood as an architectural and structural material. 





Now, Non-Com fire-protected wood may often be used 
where other more expensive non-combustible materials 
were previously required. For example, it is now being used 
for studding in high rise apartments, roof decks in dormi- 
tories and shopping centers, framing in schools. 

Each piece of NoN-CoM lumber and plywood is clearly 
identified with the label of Underwriters’ Laboratories, Inc. 
and mark of the Factory Mutual Association. For more 
information on NON-CoM treated wood and its uses, check 


the coupon. *Koppers Trademark 





TREATED Lemete 
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Low budget your problem? 
Try pole-type buildings! 


That’s what H. J. Heinz did to warehouse the stepped- 
up production of their Fremont, Ohio plant. They 
selected a pole-type structure because it could be built 
faster; it made a strong, permanent building that re- 
quires very little maintenance; and it cost about hal/ 
as much as other types of construction. Koppers Pole 
Buildings using pressure-treated poles, require no exca- 
vating, no costly foundation, no custom fabrication and 
no long, drawn-out erection time. Interested in saving 
money On permanent construction? Check the coupon. 


No decay in wood cooling tower 
in spite of heat and moisture 


This 22-foot diameter, six-bladed aerodynamic fan is 
one of four built by Koppers Metal Products Division 
for the water cooling tower installation at the atomic 
reactor testing station near Idaho Falls, Idaho. These 
exceedingly efficient fans help the redwood tower cool 
24,000 gallons of water per minute. And in spite of 
the tremendous heat and moisture, the wood has last- 
ing protection from fungus and decay because it was 
pressure-treated with ERDALITH® salts, an insoluble 
Koppers preservative, driven under heat and pressure 
deep into the cells of the wood. Check the coupon for 
more information on cost-cutting pressure-treated 
wood and vibration-free AEROMASTER fans. 


Pipeline coating stays 
“picture perfect” after 6 years 


Engineers used a specially designed waterproof camera 
to check the interior of this combination sanitary-storm 
sewer pipe in Jersey City. Six years ago the 24” diam- 
eter concrete pipe was lined with BiruMastTic® Super 
Service Black, one of the protective coal-tar coatings 
produced by Koppers. In spite of the daily flow of 
500,000 gallons of raw sewage and abrasive washings 
from storm sewer interceptors, the BITUMASTIC coat- 
ing was still in excellent condition; no cracks, breaks 
or peels. For more information about Koppers tough 
coal-tar coatings, check the coupon. 


ws Divisions: Chemicals & Dyestuffs 
Engineering & Construction * Gas & Coke 
KOPPERS Metal Products « Plastics * Tar Products 
7 Wood Preserving « International 


® 


PUT THESE IDEAS TO USE NOW! 


To: Fred C. Foy, Chairman 
Koppers Company, Inc., Room 1428 
Koppers Building, Pittsburgh 19, Pa 
Please send additional information about: 


NON-COM Fire-protected Wood 
©) Pole-Type Construction 
BITUMASTIC® Coatings 
(10 Cooling Tower Lumber 
() AEROMASTER Fans 


Name 
Company _ 
Job Title__ 


Address __ 





65) This mark tells you a product is made of modern, dependable Steel. 


How cold is up? We know that outer space can never be colder than minus 459.72° Fahrenheit—that's absolute zero, the 
point at which all molecular motion ceases. We don't know what coldness like this will do to materials, but we're finding out. 
Scientists are using a heat exchanger to produce temperature as low as minus 443° Fahrenheit. They test materials in this 
extreme cold and see how they perform. Out of such testing have already come special grades of USS steels that retain much of 
their strength and toughness at —50° or below; steels like USS “T-1” Constructional Alloy Steel, Tri-Ten High Strength Steel, 
and our new 9% Nickel Steel for Cryogenics applications. And the heat exchanger to produce the -443° Fahrenheit is 
Stainless Steel! No other material could do the job as well. Look 


around. You'll see steel in a lot of places — getting ready for the . 
future. USS, “T-1" and TRI-TEN are registered trademarks. United States Steel 
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sales dollar in 1961 as compared with . and thought enough about Madison 


MOWER WITH ACRYLIC PARTS: 
the more things change .. . 


(CONTINUED FROM PAGE 24) 
over the medium-sized (1960 sales: 
$218.2 million) plastics and chemi- 
cals concern, and it was clear that 
Rohm & Haas was still pretty much 
the same company it always had been. 

At his annual meeting Haas did 
report on a whole clutch of new 
projects: purchase of the Govern- 
ment’s butadiene facility in Louis- 
ville: acquisition of land near Rich- 
mond, Calif. for an eventual West 
Coast plant; and of plans for a new 
home office building on Philadelphia's 
Independence Mall. 

The Old Verities. But the more things 
changed, the more clearly Rohm & 
Haas’ basic strategy remained the 
same. The leading U.S. producer of 
acrylics (e.g., Plexiglas) since World 
War II, Rohm & Haas markets the 
material widely in the molding, tex- 
tile, leather, paint and other trades. 
In all their variations, the acrylics 
account for an estimated 60° of 
company sales, a share that has not 
changed greatly for the last half- 
dozen years. 

Rohm & Haas has also concen- 
trated its capital input, using it to 
make itself a low-cost, self-sufficient 
producer of acrylics integrated all the 
way back to the basic raw materials. 
That has involved some sacrifice in 
growth. Over the last five 
years, for example, more than $122 
million in new capital outlays has 
produced less than $57 million in new 
revenues. Yet this strategy clearly 
paid off. For at a time when the 
chemical industry as a whole was in 
a_ profit-margin squeeze, Rohm & 
Haas has managed to maintain its 
after-tax margin at close to 10 cents 
on the sales dollar. 

The Cost of Consistency. Yet this 
style of play also has its price, both 


sales 
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present and potential. Rohm & Haas’ 
return on equity, a handsome 22.4°, 
in 1955, has trended down ever since, 
and the company now faces severe 
price pressure in its major product 
specialty. Thus, Dr. Haas reported an 
8°, drop in sales for 1961's first quar- 
ter and a 32% decline in earnings, 
and he left few illusions about the 
rest of 1961. “The year,” said he, 
“should end up about even with 1960 
in sales, but unless business turns up 
very strongly, profits will not match 
those of 1960.” 

Has this put pressure on Rohm & 
Haas to change its style of play? Not 
at all. As President Haas sees it. 
the acrylics are merely now meeting 
the same kind of price pressure that 
long ago hit the big-volume plastics 
(e.g., polyethylene). The ultimate 
winner in acrylics competition, he 
believes, will be the producer who can 
make the greatest savings all the way 
up and down the production chain 
Hence his confidence in his new 
Louisville plant, which he describes 
as “a very good location for serving 
our midwestern customers.” 

Owner’s Advantage. Haas is in an 
unusual position to press this strategy 
since there is no one to say him nay 
Over 50° of the 1,139,000 outstanding 
shares are held by the Haas family 
and its charitable trusts. Thus, man- 
agement is at liberty to pursue what 
it regards as the company’s long-run 
interests without undue nervousness 
over stockholder criticism. During 
the last five years, less than 15°, of 
earnings have been paid out in divi- 
dends. And the company has stead- 
fastly refused to split the stock even 
though it is one of the highest priced 
on the exchange, currently traded 
around 515. 
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Some investors might look askance 
at these policies, but they suit enough 
others (especially wealthy ones) that 
Rohm & Haas last month still com- 
manded one of the highest premiums 
over book value (283°; ) of any chemi- 
cal company. 


CHEMICALS 


THE BIG SQUEEZE 


On a very modest decline in 

sales, du Pont has suffered a 

rather painful pinch in prof- 
its so far this year. 


THAT profit margins in the chemical 
business have been under severe pres- 
sure from a combination of 
capacity and relatively weak demand 
has been a continuing source of worry 
to industry moneymen. Just how 
severe the profits squeeze has been 
was evident last month when E.I. du 
Pont de Nemours’™* President Craw- 
ford Greenewalt reported to stock- 
holders on his company’s results fo: 
the first quarter of 1961 

On a decline in sales of just 
4°,, du Pont suffered a drop in prof- 
its from operations of some 18°. In 
the first quarter 1960, du Pont 
earned $67.4 million from operations 
on sales of $535.3 million. This yea 
it earned $55.8 million on sales of 
$513.3 million. Thus, du Pont, the 
chemical industry’s traditional profit 
leader, netted only 10 cents on the 
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du Pont 
Recent 


de Nemours & Co. Traded 
price 206!» Price range 
(1961) high, 216%, low 185'2. Dividend 
(1960): $6.75. Indicated 1961 payout: $6.75 
Earnings per share (1960) Total assets 


$8.10 
$4.2 billion. Ticker symbol: DD 
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SPOOLS OF NYLON CHECKED AT DU PONT PLANT: 


a clouded profits picture 


29 





sales dollar in 1961 as compared with 
12c in the same quarter of 1960. 

Ominous Signs. Du Pont’s $1.50 
quarterly dividend was not apparently 
in any danger. Per share earnings 
were greatly bolstered by dividends 
from du Pont’s 22% interest in Gen- 
eral Motors; all told, du Pont netted 
$1.85 a share for the first quarter— 
$1.21 from operations, 64c from GM 
dividends. But the profit implications 
were ominous all the same. Du Pont’s 
sales growth was clearly slowing 
down; volume has been growing at 
an annual average rate of less than 
3°% over the past five years. At this 
rate, the company could apparently 
depend on only limited help from 
higher sales to check the pressure on 
profits. And, with the threat of for- 
cible divorcement of its General Mo- 
tors shares hanging over it, du Pont’s 
profits picture was, to put it mildly, 
distinctly clouded for the next few 
years 

Or so at least Wall Street seems to 
think. Having participated only mod- 
estly in the 1960-61 market upsurge, 
DD last month was selling a startling 
19°; below its 1960 high of 26612 and 
no higher than its average price of six 
years ago. 


CLOSED-END TRUSTS 


SOLITARY 
SPLENDOR 


Wall Street has indeed 

changed its mind about Madi- 

son Fund. The president had 

the best possible evidence to 
prove it. 





“WHEN someone would introduce me 
at a meeting as ‘Merkle of Pennroad’ 
ago blah!” The upraised 
of Edward A. Merkle swept 
down to an elegant walnut desk dep- 
recatingly. But the hand quickly 
swung up again last month as Merkle 
reflected happily on his present for- 
tunes: “Now, when I'm introduced as 
‘Merkle of Madison Fund’* . well, 
people pay attention. ‘Madison Fund, 
hey?’ they say to me, ‘Good outfit.’ ” 

Supreme Compliment. People have 
mended more than their manners 
since Ed Merkle changed the name of 
his closed-end investment trust back 
in 1958. The supreme test of an in- 
vestment company’s status in the 
financial community is how much 
investors are willing to pay for a 


years 


hand 


*Madison Fund, Inc. Traded NYSE. Recent 
price: 23',. Price range (1961): high, 231,; 
low, 203,. Dividend (1960): 63c plus $1.35 
capital gains. Indicated 1961 payout: $2.00 
Total net assets: $158 million. Ticker symbol 
MAD. 
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we will be in the black in four 
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share in it. And last month, Wall 
Street paid Merkle and New York- 
based Madison Fund, Inc. the high- 
est possible compliment. Alone 
among the nation’s 18 largest closed- 
end trusts, the shares of third-rank- 
ing Madison Fund were worth more 
than the $158 million in assets they 
commanded. Late last month inves- 
tors could buy shares in other trusts 
some boasting better records re- 
cently, some worse—for discounts as 
much as 18° below their net asset 
values. But for a piece of Merkle’s 
portfolio, they were willing to pay a 
premium of 2% above asset value. 
The portfolio itself, to be sure, had 
changed drastically over the years. 
From 1929 (when it was spawned by 
the Pennsylvania Railroad) through 
much of the 1930s, Pennroad was es- 
sentially a railroad holding company, 
a money loser often as not. But by 
the time the name changed in 1958, 
it had become a widely diversified, 
regulated investment trust with a 
routine quota of blue chip securities 
and a growing interest in 
known “growth” situations. 
Dollar for Dollar. Only rarely had 
the old Pennroad Corp. shares 
traded on the New York Stock Ex- 
change anywhere near the value of 
their underlying assets. Transformed 
though it was by the time it became 
Madison Fund, it was not until this 
year that investors had forgotten 
enough of Pennroad’s depressing past 


lesser- 





a 


and thought enough about Madison 
Fund's future to buy its present assets 
dollar for dollar. 

Predictably, Merkle feels that man- 
agement skill has played no small 
part in closing the gap. In 1960, for 
example, while Standard & Poor's 
average of 500 stocks declined 3%, 
Madison Fund boosted its net asset 
value per share by 4%. Over the 
same period, Lehman Corp., the sec- 
ond biggest closed-end trust with 
assets of $350 million, gained an all 
but imperceptible 0.6%. Tri-Conti- 
nental, biggest of them all with assets 
of $461 million, edged back 0.4%. 

But Merkle, who broke into Penn- 
road in 1949 as a senior security ana- 
lyst, is also a realist with a keen 
appreciation for what might be called 
the “non-fundamentals.” No man to 
simply let the record speak for itself, 
he has backed up the record with a 
professional public relations program. 
From the time he became president in 
1957, he has repeatedly made the 
rounds of security analysts, can- 
didly stated his aim to close the un- 
flattering gap between his assets and 
the market price on them. 

Merkle has been increasingly able 
to get a respectful hearing. Undoubt- 
edly helping to quiet audiences wher- 
ever he goes is the fact that to 
brokers and their analysts, Madison 
Fund is more than just another in- 
vestment trust. It is a source of day- 
to-day business. Unlike some other 
major trusts which are closely tied 
to one brokerage house or another, 
Merkle chooses to do business with 
many firms on The Street. Last year, 
Merkle paid just 11% of total broker- 
age commissions of some $800,000 to 
the two firms (Kuhn, Loeb and Rite: 
& Co.) represented on his board of 
directors. Some 100 others divied up 





MADISON FUND’S MERKLE: 
a keen grasp of “non-fundamentals” 
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the rest. By contrast, Tri-Continental 
paid 78.5% of its $445,000 in commis- 
sions last year to J.&W. Seligman. 
Lehman Corp., of course, was rather 
fond of doing business with Lehman 
Brothers, which got 75.7% of the 
$387,000 in commissions paid. 

“What About It?” The fact that Mer- 
kle paid more in commissions last 
year than Tri-Continental and Leh- 
man put together shows how quickly 
and how often Merkle likes to shuffle 
his investment cards. But no one 
firm has a monopoly on the relatively 
heavy brokerage commissions he 
generates in the process. Thus, to 
any questions about portfolio “churn- 
ing,” Merkle could simply reply: 
“Churning for whom?” Or, if he 
were so minded, he could point to 
last year’s results in net asset growth 
and reasonably ask: “What about it?” 

The way he spreads the business 
around has clearly endeared Merkle 
to many Wall Street firms. Not too 
long ago many of them regarded 
Madison Fund simply as sad old 
Pennroad under an assumed name, a 
“special situation” with a speculative 
flavor. But now, bolstered by the 
recent record, they discuss Madison 
Fund in distinctly respectful tones. 
With demand so strong last month 
that its shares were trading at a pre- 
mium, investors were listening. 


ENTERT AINMENT 


GOLD TO DROSS 


Far too many Carte Blanche 
cardholders have been exub- 
erantly buying now, failing 
to pay later. Result: a heavy 
loss for Hilton Credit Corp. 





Just about everything that Conrad 
Hilton has touched since 1919, when 
he bought his first hotel in Cisco, 
Texas for $40,000, has turned to gold. 
Highest carat of all, of course, is 
his bustling Hilton Hotels Corp., 
which owns or manages a $229 mil- 
lion-a-year collection of 42 luxury 
hotels spread around the globe. 

Carte Blanche. Little wonder, then, 
that Hilton felt he would have no 
trouble making money out of credit 
cards, too. So in 1958 he set up Hil- 
ton Credit Corp.,+ 34°,-owned by 


Hilton Hotels Corp. Traded 
cent price: 405,. Trice range 

4333; low, 3014. Dividend (1960) 
cated 1961 payout: $1.50 
(1960): $2.46. Total 
Ticker symbol: HLT 


NYSE. Re- 
(1961): high 
$1.50. Indi- 
Earnings per share 
assets: $231.9 million 


‘Hilton 
counter 


Credit 


Corp. Traded over-the- 
Recent 


orice: 4'5. Price range 
(1961): high, 54g; low, 334. Dividend (fiscal 
1960): none. Indicated fiscal 1961 payout 
none. Earnings per share (fiscal 1960): d. 81c 
Total assets: $18.2 million 
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CARIBE HILTON IN SAN JUAN, PUERTO RICO: 


Hilton Hotels. The new company took 
over the former Hilton credit card 
and expanded it into the universal 
Carte Blanche system. In fiscal 1959, 
after six and one half months of op- 
eration, Hilton Credit had lost a small 
sum ($630,000) that was attributed to 
the normal costs of starting up a new 
business. 

The following year, Hilton Credit 
built up Carte Blanche paid member- 
ship from around 3,000 to nearly 300,- 
000. But its headlong race to enlist 
cardholders against the competition of 
Diners’ Club and American Express 
cost it dear. On the $69-million gross 
it built up that year, it lost $2.37 mil- 
lion. Nevertheless, Connie Hilton re- 
mained ebulliently confident. “Hilton 
Credit Corporation,” he reported, “not 
only established a secure place for 
itself in the universal credit field, but 
by the year-end brought its opera- 
tions to a profitable level.” Concluded 
he: “A capsule story of the year is 
that tremendous development was 
achieved at a total net cost of $2,365,- 
000.” 

That certainly sounded encourag- 
ing, but rumors soon spread that Hil- 
ton Credit was in serious trouble. 
Finally, early this year, trouble- 
shooting executive Benno Bechhold, 
fresh from a two-year stint of solv- 
ing the management troubles of Cana- 
da’s Cockshutt Farm Equipment Ltd., 
was rushed in as president of Hilton 
Credit. Then there was word that 
Conrad Hilton, Hilton Hotels and 
some associates had been forced to 
pump $5 million more into the credit 
card company. 

Finally last month, after a short 
two months at the helm, Bechhold 
revealed what competitors had long 
suspected: that Hilton’s gold touch 
had finally failed spectacularly. In its 


in the hostelry business—success 


latest fiscal year (ended April 30), 
Bechhold announced, Hilton Credit 
had again built up its volume (to over 
$100 million), but its losses as well 
(to some $4 million). Bechhold’s 
bogey? “Our unsatisfactory collection 
experiences,’ said he flatly. All told 
Hilton Credit had put around $4.5 mil- 
lion in reserve against credit losses 

Attempting to staunch the flow 
Bechhold had set about tightening up 
Carte Blanche’s credit screening and 
accounting methods. How had Hilton 
Credit allowed so many unreliable 
customers to filter through its old 
screening methods? Answers Bech- 
hold grimly: “Your guess is as good 
as mine.” 

Self-Delusion. How long will it be 
before Hilton Credit is healthy again? 
Answers the beleaguered Bechhold 
“I think it would be premature of me 


) 


HILTON HOTEL’S HILTON: 
lost, a golden touch 
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to say we will be in the black in four 
months, or even six months.” Adds 
he: “But I certainly hope it won't be 
any longer.” 

Finally, what about last year’s glit- 
tering statement that Hilton Credit 
was at last operating at a_ profit? 
Snaps hard-pressed Benno Bechhold: 
An act of self-delusion.” 


VON-FERROUS METALS 


GLINT IN COPPER 


The price of copper has just 
gone up—to nobody's sur- 
prise. Question: Are further 
boosts coming? 





THERE was copper, selling at a lack- 
luster price of 29 cents a pound, 4c 
below its price of September 1960. But 
there, on the other hand, were the 
copper company shares, rising steadily 
even late in April when the rest of the 
market was slipping (see chart). 

What was going on? Early this 
month The Street found out. Ameri- 
can Smelting and Refining Co. an- 
nounced that it was raising the price 
of producer copper by lc a pound. 
Asarco’s action was followed by Ana- 
conda, Phelps Dodge and Kennecott 
Copper. 

In the trade, the increase caused 
little surprise. It was a predictable 
result of demand rising faster than 
supply. U.S. customers had stepped 
up their buying of the red metal in 
recent weeks. Japan was continuing 
in a buying mood, and so were the 





COPPER 
COMEBACK 


In a generally hesitant stock market in 
late April and early this month, cop- 
per shares were strong, foreshadow- 
ing the increase in the price of the red 


metal. 
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betting in The Street was for another price rise 


booming industries of Western Eu- 
rope. Added to this was a certain 
amount of scare buying occasioned by 
doubts over continued production in 
Katanga and the threat of a strike 
against Kennecott’s U.S. mines. 

Considering the strength of the 
factors fueling the stepped-up de- 
mand, both metalmen and Wall 
Street were betting this month that 
further price boosts might be in the 
ofing—barring an unexpected drop 
in orders. 


FOOD PROCESSORS 


FOOD 
FOR THOUGHT 


Standard Brands expects to 

fatten sales and profits again 

in 1961, but its margins are 
still rather stringy. 





Wuat po stockholders like to hear at 
an annual meeting? Just about, it 
seems likely, what Chairman Joel S. 
Mitchell of Standard Brands* served 
up to his shareholders early this 
month in New York. Smiling broadly, 
Mitchell told the expectant assemblage 
that 1961 would be no recession year 
for Standard Brands. He was con- 
fident, said he, that sales and earn- 
ings will set new records again in 
1961. 

Lovingly, Mitchell spread the pre- 
dictions. Sales, said he, should reach 
the magic figure of $600 million this 
year (vs. $527 million in 1960). Earn- 

Standard Brands, Inc. Traded NYSE. Re- 
cent bag Price range (1961 ): high, 
63'!4; low, 5214. Dividend (1960): $1.575. In- 
dicated 1961 payout: $1.60. Earnings per 


share (1960) : $2.57. Total assets: $235 million 
Ticker symbol: SB 


ings, he added, should set a new high 
for the sixth year in a row. But 
pleasant as all this was to hear, there 
was one hitch, one sleeping dog that 
Mitchell saw fit to let lie. He said noth- 
ing about the ratio of one set of fig- 
ures (sales) to the other set (profits) 

A Poor Last. Over the years, Stand- 
ard Brands salesmen have pushed 
some of the best known brand names 
on U.S. dining tables. Among tliem: 
Chase & Sanborn Coffee, Tender Leaf 
Tea, Royal Puddings and some lesser 
known products such as margarine 
and pet foods. Sales have risen a 
healthy 57° since 1955 and earnings 
have improved even more: up 70 
to $2.57 a share in 1960. 

But the sad fact remains that among 
major food processors, Standard’s 
profit margins have run near the 
bottom for years. While a food giant 
such as Campbell (whose sales volume 
is roughly comparable to Standard 
Brands’) nets well over 7 cents on each 
dollar of sales, Standard Brands has 
not been able to get a return of much 
more than 3c. Last year, Mitchell's 
profit margin was a meager 3.3°,, 
just two-tenths of a percentage point 
better than the return of 1955. 

Still Only 3%. In the first quarter 
of this year, Standard Brands’ sales 
climbed to $150 million, making 
Mitchell’s sales estimate of $600 mil- 
lion for the year sound, if anything. 
conservative. But net income, al- 
though it rose to $4.7 million, still 
provided a return of only 3.1%. Thus, 
while the prospect of two new records 
hardly could have left a sour taste 
with company _ shareholders, the 
equally likely prospect that profit 
margins would continue their low- 
down ways certainly provided a good 
round measure of food for thought. 





= one 


One of a series of Pure Oil messages to stimulate travel by car 


a ee 


eter 


‘‘With two kids, who'd ever think we could afford a Florida vacation? But when you travel 
by car, the transportation cost is the same for four as for one.” writes Howard Hummel of Chicago 


“We drove from Chicago to Miami 
and back for $8692” 


The Hummel family 
followed the Firebird 
and discovered all over 
again that you see more 
and spend less when 
you travel by car. res . 
‘*‘Most of the motels have ‘The Civil War came alive *‘We followed the Firebird 
ees Ow sauce YOU Save TV sets in every room—and we for the kids when we made a__and got top mileage and per 
WHEN YOU TRAVEL BY CAR didn’t even miss our favorite stopover at Lookout Mountain formance with PURE Firebird 
(ond think how much more you will see) TV programs. Typical cost for near Chattanooga, Tennessee. Gasoline. PURE’s clean rest 
CAR PLANE TRAIN BUS all of us—$10 a night for a My wife and I got a big kick rooms and ‘Royal Welcome 


I — modern, air-conditioned room.” out of it, too.” Service’ are tops, too.”’ 
$86.92 | $367.62 | $268.84 | $214.83 








~ CHICAGO TO 
MIAMI 
AND RETURN 


wnsamaurst 1. | $51.02 | $202.95 | $118.79 | $140.91 Yes, it makes dollar and fun sense __ esting sights along the way and after 


ae when you travel by car. The Hum- you get there without fuss or bother. 
i, | OR See (tee eee mels traveled 3,275 miles (including You save money on meals and lodg- 
MINNEAPOLIS TO side trips) from Chicago to Miami ing, too. With all the new motels and 
AND RETURN and back for only $86.92 (the total restaurants, you’re sure to find what 


cincinnati 10 To 96 | g962.67 | $107.69  sizaa1 cost of gas, oil and lube services at you want at the price you want to 
AND RETURN recommended intervals ). pay. (Your Pure Oil dealer can help 
motes chi seeded nig spf ha ee ged Maer orale And think how much more you see you here — just ask him.) 

dren) including tax. Plane, train and bus costs are lowest-cost - 


fares quoted as of March 9, 1961. Car costs (except Chicago to when you travel by car. Go where you 


| 
Miami) based upon 3¢ per mile for gas, o1! and maintenance as s yZ ; 
estimated by recognized authorities. Cost of meals and lodging want, when you want. Explore inter- i GY i/ 
not included in any of above figures 4 
¢ 
Follow the Firebird —as you travel by car. Fire up with powerful new 











$82.23 | $324.06 | $156.18 | $198.89 


























PURE Firebird Gasoline and enjoy a car that runs better, farther. Stop, 
too, for helpful travel information wherever you see the “Traveling? We 
will help you” sign 


’ 


“Vacation Planning Week” is May 21-27. 
Why not include your car in your vacation plans? 


Fire up with PURE Firebird... BE SURE WITH PURE ||\°™"*" 
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An ICONORAMA system is now operational at NORAD(North American Air Defense Command) headquarters in 
Colorado Springs, Colorado. This system provides NORAD's Commander-in-Chief and his staff with the total visual 
information available on which to base decisions for the aerospace defense of Canada and the United States 
against enemy air or spatial attack. ICONORAMA, designed and developed by FF&M Electronics, Inc., a subsidiary 
of Ling-Temco Electronics, Inc., is a data processing and display system which records the movements of multiple 
airborne objects and projects their paths on a graphic display to help in vital judgments. 

From NORAD, the information ICONORAMA displays, and interpretation of its meaning by NORAD's Commander- 
in-Chief, provides the second-to-second situation in our continent's security for the U.S. President and Canada's 
Prime Minister; the U.S. Joint Chiefs of Staff and Canada’s Chiefs of Staff Committee. 


Recent decisions have given operational control of all detecting and tracking equipment to NORAD, including the 
already operational BMEWS (Ballistic Missile Early Warning System) and Space Track, as well as upcoming Satel- 
lite Surveillance Devices . . all USAF systems; SPASUR (Space Surveillance Detection net) of the U. S. Navy. 


NORAD . KEY to Continental Aerospace Defense 
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ICONORAMA'S display keeps the Canadian Chiefs of Staff Committee and U.S. Joint Chiefs of Staff posted minute 
to minute on the situation; NORAD's Commander-in-Chief, in conduct of the aerospace battle, gives orders and 
instructions which cause @ the U.S. Office of Civil and Defense Mobilization (OCDM) to signal the civilian 
populace of impending enemy strike; & Canada’s Department of Transport and U.S. Federal Aviation Agency 
(FAA) to ground all civilian and nonessential flying to clear the air for combat; @ all U.S. Air Force, Army, Navy 
and Royal Canadian Air Force air defense elements — such as jet fighter interceptors with atomic rockets and all 
guided missiles with nuclear warheads — to prepare for battle to protect Canadian-U. S. bases, people, resources 
seats of government, and our will to resist: ® permit SAC (Strategic Air Command) to get its planes aloft, its 
missiles ready for retaliation 


Eventually, the whole of NORAD's Combat Operations Center, together with ICONORAMA, and all the supporting 
communications and data processing will be placed underground in Cheyenne Mountain in Colorado. This single 
location, where all correlating and evaluation of the enemy threat takes place. will thus be much more safe and 
secure. ICONORAMA, as a part of NORAD, is an important contribution to the deterrent forces which — as long as 
they keep the peace — give North America and the free world a 100 effective defense. Should the deterrent fail, 
NORAD 's forces constitute the main chance for major population and military survival t 
conclusion most favorable to our interests. 


By 


> wage that war to a 


LING-TEMCO ELECTRONICS, ING. 


FF&M ELECTRONICS, INC, SUBSIDIARY @ 12820 PANAMA ST., LOS ANGELES 66, CALIFORNIA 








DISTILLING 


WHISKEY 
WINNINGS 


Vore and more, Americans 
are picking out Scotch and 
Canadian’ whiskeys when 
they reach for a bottle. And 
Canada’s Hiram Walker, for 
one, is ready and willing to 


supply it. 


Back IN 1856 a bushy-whiskered De- 
troit merchant named Hiram Walker, 
born and raised on a Massachusetts 
farm, moved his business across 
the Detroit River into Canada. There 
he bought a few acres of land and 
sunk his savings into a new flour mill 
and distillery. 

Walker’s small venture prospered 
and grew. And now, just over a hun- 
dred years later, that original move 
from the U.S. to what has become 
the bustling port of Walkerville. 
Ontario, has been spectacularly re- 
versed. For Hiram Walker-Gooder- 
ham & Worts, Ltd.,* now a $440-mil- 
lion-a-year distilling giant, is a lead- 
ing supplier of the U.S. liquor market, 
which takes around 90°, of its out- 
put of whiskey, gin and vodka. In- 
deed, Hiram Walker not only pours 
whiskey into America from Canada 
and Scotland, but, in Peoria, IIl., it 


*Hiram Walker-Gooderham & Worts, Ltd 
Traded NYSE. Recent price: 50. Price range 
high, 50!2; low, 3814. Dividend (fiscal 

$1.75. Indicated fiscal 1961 payout 
Earnings per share (fiscal 1960): $2.91 
assets: $264.4 million. Ticker symbol 


Sales of Scotch and Canadian whiskey 
have been grabbing off an increasing 

share of the U. S. spirits market. This 

has meant rising earnings for Hiram 

Walker, which specializes in the 

imported types. 5 
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ment securities were earning barely 


48.000 GALLON FERMENTERS IN DISTILLERY: 


runs the world’s largest distillery with 
a daily capacity of 125,000 gallons. 

Spirited Showing. So well, indeed, 
has Hiram Walker’s return journey 
paid off, that last month President 
Howard R. Walton was able to 
announce earnings up 6.4° (to $13.7 
million) in the first half of fiscal 1961 
(ending Aug. 31). That increase con- 
tinued a steady rise in earnings un- 
broken since 1958. As for Hiram 
Walker's profit margin, it stood a 
rewarding 5.6 on the sales dollar. 

How is it that Hiram Walker is 
earning such high-proof profits, at a 
time when many big US. distillers 
are feeling distinctly hung-over? The 
best answer: it has the types of whis- 
key the pubiic wants, and a plenti- 
ful supply of them. 

As events now prove, Hiram Walken 
backed winners when it chose to em- 
phasize Scotch and Canadian whis- 
keys, while many competitors were 
betting on a future trend toward 
blends and bourbons. These days. 
Americans seem unable to still their 
thirst for imported whiskeys. “The 
trend to Scotch and Canadian actually 
has been pretty consistent for the past 
ten years,” observes Distiller Walton. 
“But now it’s not just consistent: the 
rate is increasing.” 

The figures alone prove Walton’s 
point. While in 1959 Canadian ac- 
counted for 6.8°; and Scotch for 10.6% 
of total U.S. whiskey consumption, by 
the following year that share had 
jumped to 7.1% for Canadian and no 
less than 11.7% for Scotch. Current- 
ly, says Walton, Scotch sales account 
for slightly over 12% of all whiskey 
sold. “And.” chuckles he, “the trend 
is certainly not slowing down.” 

Fortunately for Hiram Walker, it 
has been able to supply the big in- 


it has what the public wants 


crease in demand entirely out of its 
own storage barrels. Current expan- 
sion, of course, couldn't help right 
now—the whiskey must be aged first 
But in the early Fifties the company 
had launched an ambitious program 
of capital spending that right now is 
paying rich dividends. “As a result 
of our Scottish expansion several 
years ago,” says Walton, “we have 
been able gradually to reduce ow 
purchases on the open market. Around 
two years ago we stopped these pur- 
chases entirely. as we now have ample 
supplies of our own product.” This, of 
course, means bigger profits per bottle 
of Hiram Walker’s Ballantine’s, Am- 
bassador and Old Smuggler scotches 
“That's one reason,” says Walton hap- 
pily, “why our Scottish profits (up 
from $2.2 million in 1958 to $3.6 mil- 
lion last year) are doing so well.” 

Yet meanwhile, Hiram Walker has 
not neglected the potential of Cana- 
dian whiskeys. “We have been ex- 
panding at Walkerville for the last 
seven or eight years,” says Walton, 
“and now we are getting the benefits 
of our expenditures seven years 
back.” It now looks as though Walton 
will need all that extra Canadian 
capacity. For not only is the popu- 
larity of Canadian whiskey increas- 
ing rapidly in the U.S., but Hiram 
Walker's brands, paced by its leading 
Canadian Club, are making big in- 
roads into total Canadian whiskey 
sales here. 

Staying Put. At the very least, then, 
Hiram Walker had found out how to 
make whiskey profitable. It has not 
needed to diversify into other fields, 
such as chemicals, as many rival dis- 
tillers have done. “We looked into that 
some years ago,” says Walton with a 
grin, “and decided it was not for us.” 
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Chairman Carl B. Jansen, a 32-year Be ONE et Sees ee 


OFFICE EQUIPMENT 


CONTENTMENT 


It took more than a mere 
attack from the Senate floor 
to disturb the happy reveries 
of IBM stockholders last 


month. 





No more contented a group of stock- 
holders ever munched a box lunch 
than the 4,200-odd well-fed, well- 
dressed citizens who poured into (and 
overflowed) the big blue-and-white 
striped tent hard by the new Thomas 
J. Watson Research Center for Inter- 
national Business Machines’* annual 
meeting last month. 

Their contentment was understand- 
able. They were about to approve a 
3-for-2 stock split, IBM’s seventh 
since World War II. They had seen 
IBM's profits rise a walloping 40%, 
from $1.92 to $2.67 a share in the 
1961 first quarter, atop an 18% earn- 
ings gain for all of 1960. Even though 
there was a shortage of box lunches 
for the unexpectedly large crowd (the 
word was hastily passed: “IBM peo- 
ple don’t eat”), nothing could dim 
their festive mood. 

Angry Man. That was perhaps just 
as well. For on the floor of the U.S. 
Senate the previous day an angry 
man, Tennessee’s Albert Gore, had 
risen to attack executive stock option 
plans in general and IBM’s proposed 

International iJusiness Machines Corp 
Traded NYSE. Recent price: 705. Price range 
(1961): high, 733; low, 580. Dividend (1960): 
£3. Indicated 1961 payout: $3.45. Earnings per 


share (1959): $9.18. Total assets: $1.5 billion 
Ticker symbol: IBM 


IBM STOCKHOLDERS TOURING 


new plan (to set aside an additional 
100,000 shares for option to execu- 
tives) in particular. 

Gore had been nothing if not blunt. 
He emphasized that he had singled 
out IBM for comment only because 
the rising price of its stock had made 
President Thomas J. Watson Jr.’s own 
options worth $4 million, on which no 
tax had yet been paid. Yet he went 
on to speak of “rigging,” “manipula- 
tion” and “stock watering,” and the 
injury to ordinary stockholders. Fi- 
nally, in vigorous language, he urged 
the Senate to repeal the 1950 law 
which first made executive stock op- 
tions legal. 

Ho-Hum. Yet if Gore had expected 
his fighting words to evoke a measura- 
ble response from IBM's loyal stock- 
holders, he was doomed to disap- 
pointment. Scrupulous Tom Watson 
thoughtfully provided the stockhold- 
ers with a full copy of Gore’s re- 
marks. Along with it went his own 
reply, which cited, among other 
things, the conservative nature of 
IBM’s option plan, noted that it in- 
volves less than 1.5°% of all shares 
outstanding after the split. 

But the stockholders could not 
have cared less. No one so much as 
asked a question about options, nor 
ventured a comment from the floor. 
Instead, the meeting became a virtual 
love feast, with stockholders pouring 
forth praise upon IBM’s management. 
With IBM selling above $700 a share, 
up more than 50% from its year- 
earlier price, they were entirely con- 
tent. And no fulminations from a mere 
senator were likely to lessen that con- 
tentment. 


VEW RESEARCH CENTER: 


to fighting words, no measurable response 


VATUS CORP.’S GOLDEN: 
end of a predicament 


FINANCE 


MUTUAL 
ATTRACTION 


Remember that $19 million 

in idle cash Natus Corp. had 

going begging? It has finally 
found a home. 


“Most people would not believe it,” 
says William T. Golden, president 
and chairman of Natus Corp.,* “but 
to tell the truth, looking after $19 
million in cash has been a real pre- 
dicament.” 

Golden’s enviable problem was how 
to spend the $19 million that the old 
National-U.S. Radiator Corp. received 
for the sale of its assets to Chicago’s 
Crane Co. (Forses, July 15, 1960) 
Try as he might though, Golden just 
could not find a profitable way to 
spend his hoard. “In the 
and a half,” he said, “we looked at 
than 300 companies. But we 
found none of them to our liking.” 

Yet money's attraction for money 
Thus, while Golden 
was anxiously scanning the industrial 
horizon for ways to invest his trouble- 
some treasure, he became fascinated 
by the 
He had 


finance 


past yeal 


more 


is an eternal one. 


economics of 
heard about a_ wholesal 
company called’ Kirkeby 
Corp., which also had about $19 mil- 
lion in loose cash. 
between them 


money lending 


The one difference 
that Kirkeby, a 
privately owned outfit, was earning 
between 10° and 17% 
while Natus’ investments in 


was 


on its money, 
govern- 


*Natus Corp. Traded American Stock Ex- 
change. Recent price 2314. Price range 
(1961): high, 2412; low, 16!,. Dividend (fiscal 
1960) none. Indicated fiscal 1961 payout 

Earnings per share (fiscal 1960): 19c. Total 
$19.8 million. Ticker symbol: NRA 
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ment securities were earning barely 
more than 3°. So, having nothing 
better to do with his hoard, Golden 
decided to go into the moneylending 
business, too. : 

An Open Door. The upshot came 
this month when Golden announced 
that Natus would purchase Kirkeby’s 
stock for 1.1 million Natus shares, 
current worth about $25 million. 
“This,” said the relieved Golden. 
“opens the door and lets us out.” 

The man it let in is Financier Ar- 
nold S. Kirkeby, who will emerge as 
biggest shareholder and chief execu- 
tive officer of the new Kirkeby-Natus 
Corp., which will have more than $38 
million in capital funds. 

Kirkeby’s overhead is a financial 
man’s dream: merely a small office. 
two telephones and a secretary. There 
is no salesman, the mild-mannered 
and genteel Kirkeby explains, be- 
cause he has no need to look for peo- 
ple to borrow his money. “We've 
never sent out a man to beat the 
bushes looking for business,’ says he 
“People just come to us.” 


CONSTRUCTION 


JACK-OF- 
ALL-TRADES 


For varied skills, few com- 

panies can match versatile 

Dravo Corp. But one trick it 

has not yet mastered: the 

knack of making adequate 
profits. 





IN CORPORATE prestige—its name, rank 
and horsepower—Pittsburgh’s Dravo 
Corp.* need be apologetic to no one 
in U.S. industry. Its name in the 
construction industry is legendary 
Its rank among companies engaged 
in major heavy engineering and con- 
struction projects is unquestioned 
Its corporate’ horsepower, judged 
merely by the number of diversified 
horses it has entered in the capital 
goods race, can hardly be equaled. 

Talented Titan. Taken in all, Dravo’s 
is a $100-million-a-year business, de- 
riving its revenues from an astound- 
ing diversity of talents: tugboat 
building, tunnel and river lock con- 
struction, sand and gravel dredg- 
ing, barge operation, ship repairing, 
contract construction of dry docks, 
dams and bridges. 

At its best, it can be a wonderfully 
good business. “When all our divi- 


sions are doing well,” says Dravo 





*Dravo Corp. Traded over-the-counter. Re- 
cent price: 54. Price range (1961): high, 541, 
low, 3914. Dividend (1960): $2. Indicated 1961 
payout: $2. Earnings per share (1960): $4.14 
Total assets: $62.9 million 
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Chairman Car! B. Jansen, a 32-year 
employee, who began his career with 
the company as a civil engineer, “we 
have a wonderful year.” But Dravo 
of late has not been at its best. 

Poor Form. That conclusion, already 
current in Wall Street for quite a 
while, was confirmed again last month 
when Dravo’s Jansen reported on the 
company’s condition to the New York 
Society of Security Analysts. “Our 
prospects for 1961,” he confessed, “are 
more difficult to appraise than in any 
recent year.” 

One appraisal, at least, Jansen will 
quite readily admit about Dravo’s 
business: that for some years it has 
not enjoyed quite the utmost in pros- 
perity. For, Jack-of-all-trades that 
it is. Dravo has never quite mastered 
the trick of producing reliably out- 
standing earnings. In fact, where 
Dravo was once a fast-growing busi- 
ness, whose volume virtually quin- 
tupled after prewar times, it is not 
a fast-growing one now. Thus, be- 
tween 1956 and 1960, sales hardly 
increased at all. 

Meager Return. Its earnings trend 
has been no more appealing. On 
average over the past five years, net 
has come to only 2.9 cents on the 
sales dollar. More ominously, Dravo's 
net return on its investment has seri- 
ously declined, from 8.5% to 4.5° 
Confesses Jansen: “We were worried 
by our low rate of return on invest- 
ment. It was the reason that we de- 
cided to diversify even further.” 

Thus it was that, starting in the 
mid-1950s, Dravo set out to master 
new tricks of building up profits. It 
plunged into the manufacture of steel 
processing equipment—ore purifiers 
and oxygen producing equipment in 
particular. The talent Dravo has in 


these ventures is now unquestioned; 





































































































DRAVO-BUILT RIVER LOCK ON THE OHIO: 





lenging our first-quarter record.” 





DRAVO'’S JANSEN: 
he has a long 


way to go 


they now account for some 20‘; of its 
total revenues. 

Yet, meanwhile, Dravo lost the 
knack of turning its accustomed prof- 
it in its bridge, river locks and dam 
construction businesses. So, in effect, 
each new step that Dravo went for- 
ward was matched by another back- 
ward. Over-all, profits grew no bet- 
ter than they had been before. 

Distant Aims. Jansen knows just 
what form he would like Dravo to 
show. “We would like,” he says, “to 
see a minimum return on our invest- 
ment of 10°.” That, of course, leaves 
Dravo Corp., with its present 4.5°, 
return, a very long way to go. And 
it is likely that it will take the com- 
pany a good while to get there. “For 


the current year,’ Jansen said, “we 
won't make as much as we did in 
1960.” 


plenty of activity, but few profits 
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On the moon...and under it 


Sometime soon a man will thrust to the vast regions of outer 
space in an effort to reach the moon. 

On the day of the moon-shot certain other things will also 
happen. A woman will telephone her grocer. A man will 
sail a boat. A boy will play a trumpet. 

Anaconda takes part in both worlds. For example, we 
manufacture radar and special communications cables, nu- 
clear reactor cables and guided missile cables. They are 
made to exceedingly rigid specifications and close tolerances. 
They are dependable. 

Anaconda also makes telephone wires and cables—the 
kind you'll find in your own local phone system. We develop 
and produce strong, rustproof marine metals for boat screws, 
fittings and fastenings. Many fine trumpets play better be- 
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cause their bells and tone chambers are electroformed with 
our “Plus-4°® Phosphorized Copper Anodes. Through these 
products as well as through constant development of new 
copper sources. Anaconda keeps pace with today’s needs— 
big or little. 

We like to think that our spaceman will land safely on 
the surface of the moon. But we’re not forgetting that people 
will continue to live and work in their accustomed ways— 
under the light of that same moon, Anaconda will be there. 


On the moon... and under it. 


AnaconnA 


60186 A 
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HAPPY ENDING? 


Busy as ever investing in its 

future, RCA is still having 

trouble making money in the 
here and now. 





For THE 1,500 stockholders who turned 
up at the annual meeting of giant 
(1960 sales: almost $1.5 billion) Radio 
Corporation of America* early this 
month, President John L. Burns had 
a familiar tale: sales up, profits down 
Sales, said Burns, had risen again in 
1961's first quarter to a record $361.7 
million. But profits, he added, had 
fallen again: an 8°; drop, from $13 
million to $12 million (which became 
a 20°; slide in share earnings when 
RCA forced conversion of debentures 
into common stock last year). 
Burns’ explanation was _ logical 
enough. The high costs of RCA’s in- 
vestment in data processing, he told 
the meeting, were principally respon- 
sible. “If we had chosen to retrench 
in this area,” said Burns, “our first- 
quarter profits would have been chal- 


Rsdio Corporation of America. Traded 
NYSE. Recent price: 61. Price range (1961) 


high, 62'2; low, 4912. Dividend (1960): $1 
Indicated 1961 payout $1. Earnings per share 
(1960) $1.93. Total assets: $815.5 million 


Ticker symbol: RCA 


4 


lenging our first-quarter record.” 
And Burns added a note of hope: be- 
ginning next year, said he, “we ex- 
pect our data processing costs will 
decline appreciably.” 

For the rest of 1961, too, Burns had 
at least moderate hopes. He spoke 
hopefully of 1961 net exceeding last 
year’s depressed $1.93 a share. One 
market which may help: color TV 
RCA has admitted to an investment 
of $130 million in color TV and some 
outside observers think it may be 
closer to $250 million. A partial pay- 
off may be close at hand. Already in 
1961 several other TV set makers, 
including industry leader Zenith and 
major factor General Electric, have 
jumped on the color bandwagon, an- 
nouncing they would soon begin color 
production. Since RCA has patent 
rights to the only currently available 
color tube, that argued for a two-way 
payoff: both increased sales of RCA’s 
own sets as the market widened, and 
substantial sales of color tubes to 
other makers. 

Much of whatever benefits RCA 
may get from the increased interest 
in color TV, however, will be swal- 
lowed up by its data processing ven- 
ture. All of which left stockholders 
wondering whether RCA’s drawn-out 
tale of declining profits would eve 
come to that happy ending. 
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Shining Example of a well-run railroad 


Nickel Plate Road’s plant-location service. Our men can 


find out what you want to know—authoritatively, compre- 


hensively, fast! ‘“The railroad that runs by the customer’s clock’’, 
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NICKEL PLATE ROAD + CLEVELAND 1, OHIO 


Offices in principal cities 


mainly a chemical producer before 


CHEMICALS 


UP CYCLE 


Overcapacity in the chemical 

industry? You'd never know 

it from the way chemical 

men are blueprinting new 
plant. 


For AN industry wallowing along at 
something less than 80° of its capacity 
(vs. an optimum rate of 93%), U.S 
chemical makers were in a strangely 
expansive mood last month. Appar- 
ently undeterred by their present low 
operating rates (and the low profits 
which went with them). chemical 
men this year are blithely planning 
4°. higher capital expenditures than 
the $1.6 billion laid out last year. 

A Matter of Direction. Even more 
surprising was how the chemical 
makers planned to spend their near- 
record outlays in 1961 (the record 
$1.7 billion in 1957). Unlike most of 
U.S. industry, which is now spending 
more on modernization than on new 
plant, chemical companies were budg- 
eting some two thirds of their capital 
funds for yet more capacity. 

On the face of it, there seemed a 
strong presumption that the industry 
was being lured onward more by 
dreams of past glories (e.g.. its noted 
7°, a year growth record since World 
War II) than by any clear vision of 
present-day realities. 

Yet there was, in fact, method in 
the chemical makers’ apparent mad- 
ness. For one thing, it takes two o1 
more years of lead time to translate 
a chemical plant from drawing board 
to actual production—which means 
that the chemical makers are building 





DOW CHEMICAL’S GERSTACKER: 
the profit is getting thin 
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move quickly overseas in hope 



















WHICH CHEMICAL? 


It is common practice to speak of 
chemicals as a “growth” industry. But 
the characterization is too sweeping. 
lt depends on which chemicals you 
mean. Here is what has happened to 
demand for three leading chemicals 
—and for chemicals as a whole— 


over the past five years: 








Production Growth, 1955-60 





Polystyrene 


All chemicals & 
allied products 
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now for 1963-64 sales. For another, 
despite its current problems, the like- 
ly long-term growth of the industry 
makes chemical men feel that they 
must stay well ahead of actual ca- 
pacity requirements at all times. 
“Remember,” remarks Union Car- 
bide’s Executive Vice President Ken- 
neth Hannan, “that we have very 
little obsolete capacity in our in- 
dustry, because most of our building 
was done after World War II. When 
we expand, we mostly do so to intro- 
duce new and better processes which 
our research has developed, not to 
modernize old and inefficient plant.” 
Hot Ones. But not all areas of the 
chemical business are growing. The 
growth curves of some of the in- 
dustry’s basic “building blocks” (e.g.. 
sulphuric acid, formaldehyde) began 
to level off some time ago. Other 
chemicals, the sales of which grew 
like weeds during the early Fifties, 
are now suffering from overcapacity 
caused by the entry of new companies 
into the field. One good example: 
vinyl resins. Though vinyl produc- 
tion grew about 12% a year from 
1955 through 1960, capacity climbed 
even faster (15% a year) as nine 
new producers elbowed their way in. 
Result: production at only 73° of 
capacity last year—and a 5 cent slash 
in the price of polyvinyl chloride. 
There are still, however, many 
chemicals for which demand is cur- 
rently “hot.” Fertilizers are a good 
example. A banner farm year is 
threatening to push fertilizer use over 
8 million tons for the first time and 
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increase the steady 5% a year growth 
rate which fertilizers have shown for 
the past decade. Beneficiaries of this 
trend are such companies as Interna- 
tional Minerals & Chemical (Forses, 
Dec. 1, 1960), American Agricultural 
Chemical, Smith-Douglass and big 
Monsanto. 

Still the hottest growth area of all 
for most chemical companies, how- 
ever, are the olefins, which include 
such mushrooming chemicals as poly- 
propylene and high density poly- 
ethylene. Dow Chemical, for one, is 
spending most of its new expansion 
money in these areas, according to 
Chairman Carl Gerstacker. Having 
just completed a small polypropylene 
plant in Los Angeles, Dow is current- 
ly hard at work on a high-density 
poly plant in Louisiana. Unquestioned 
current leader in_ polypropylene, 
which is currently in shortest supply: 
Hercules Powder, which is rushing 
a second plant to completion in Lake 
Charles, La. 

Muscling In. Another group which 
is currently in heavy demand: the 
so-called “BTX” petrochemicals (ben- 
zene, toluene, and xylene). Here the 
established giants of the industry (du 
Pont, Dow, Monsanto and Carbide 
all get roughly half their sales from 
petrochemicals) are facing increas- 
ingly rough competition from the big 
oil companies who control the basic 
hydrocarbon building blocks. 

At the moment, the “BTX” group 
is in tight supply. Reason: these 
chemicals used to be produced pri- 
marily from coke-oven derivatives: 
with the steel industry still dragging, 
not enough such derivatives have 
been available. Result: a rush by 
both chemical and oil companies (like 
Dow, Jersey Standard. Monsanto, 
Texaco) to fill the gap which, trade 
observers fear, will quickly glut the 
market. Currently, benzene is 
tight that it commands premium 
prices over its quoted 34c a gallon 

Old Story. Thus the industry may 
be once again in danger of digging 
itself into the same old hole: a fast 
change-over from not enough capacity 
and premium prices to overcapacity 
and price-cutting in one feverish rush 
of expansion. Says Gerstacker of in- 
domitably expansion-minded Dow 
Chemical (whose own capital spend- 
ing will fall from $150 million to $100 
million next fiscal year): “Life is get- 
ting rugged in the chemical industry 
these days. While there is some profit 
left, it is getting might thin.” True, 
the industry’s return on capital has 
been steadily falling. One possible 
solution for Dow and its brethren: a 
closer look at their $1.6 billion plus 
in capital expenditures to see whether 
that new plant is really necessary. 
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important 
news 


for all companies 
using 10 or more 
business cars 


Fleetcar leasing—the Hertz way—is 
described by leading companies as 
‘the lowest cost sales-insurance we 
ever took out.”’ Find out how Hertz 
Fleetcar Leasing plans cater to the 
special needs of larger users of 
business cars. Discover how they’re 
tailored for companies which best 
benefit from the nation’s most ex- 
tensive coast-to-coast leasing facili- 
ties, and from operating efficiency 
perfected over 30 years. Each **10- 
Plus” plan replaces your cars with 
brand-new Chevrolets, Corvairs, or 
other fine cars; assumes full re- 
sponsibility for maintenance and 
repairs; and reduces the many an- 
noying details of fleet administra- 
tion to the writing of one budgetable 
check each month. Use coupon be- 
low to learn why more and more 
and more multi-car companies agree 
Hertz Fleetleasing makes the best 
business sense for them. 


HERTZ FLEETCAR LEASING, 

Att. H. F. Ryan, V.P. 

The Hertz Corporation, 660 Madison Ave 
New York 21, N. Y. Dept. F-515 

Please send me 
booklet 


your new fleetcar leasing 


NAME 
POSITION 
COMPANY 
ADDRESS 
CITY & STATE 


NUMBER OF CARS OPERATED. 
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ETHICAL DRUGS 


THE EARLY BIRD 


An early bird in the overseas 
drug market, Chas. Pfizer & 
Co. managed to catch a good 
many worms. Now, however. 
it would like to bring some 
of them back to the nest. 





WHILE many U.S. drug companies 
were content to sit back and bask in 
the prosperity of the postwar world, 
Brooklyn-based Chas. Pfizer & Co. 
was far more ambitious. Although 





mainly a chemical producer before 
the war, Pfizer* had a taste of the fat 
profits to be had in drugmaking in 
the middle and late Forties. In 1946, 
when penicillin accounted for 60% of 
Pfizer’s sales, it earned a thumping 
24% on its sales after taxes. And it 
naturally hungered for more of the 
same. 

That set it off on a two-point plan 
for growth: 1) to diversify in a big 
way into ethical drugs: and 2) to 

*Chas. Pfizer & Co. Traded NYSE. Recent 
orice: 4215. Price range (1961): high, 427%; 
ow, 3054. Dividend (1960): 80c. Indicated 
1961 payout: 80c. Earnings per share (1960) 


$1.58. Total assets: $263.6 million. Ticker sym- 
bol: PFE. 











1960 


Southern Natural Gas 
tops a decade of Growth 
with The Industrial Southeast 


1960 was a good year for the still-booming Industrial Southeast—and for Southern Natural Gas, 
growing along with the region. In service to our customers—in total facilities—in revenues— 
the year was our best to date. Here are some highlights of Southern Natural’s progress in the 


last ten years: 


Daily Volume of 
Operating Net Dividends Delivery Capacity Gas Sold 
Revenues Income Paid (Million Cubic Feet) (Billion Cubic Feet) 
1960 $130,986,000 $11,299,000 $9,927,000 1,365 356.47 
1955 69,326,000 8,534,000 5,807,000 990 264.11 
1950 27,136,000 5,338,000 3,344,000 506 142.04 


These results indicate a ten-year increase of about 250% in pipeline delivery capacity and volume 
of gas—nearly 300% in dividends. It is good to see this practical justification of our investment 
in The Industrial Southeast, including our recently completed expansion program, costing 


$100,000,000. 


For o complete copy of ovr 1960 Annual Report, write to Department F 


SOUTHERN NATURAL GAS COMPANY 


WATTS BUILDING, BIRMINGHAM, ALABAMA 
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move quickly overseas in hope of 
grabbing a big chunk of the promising 
foreign drug market. 

It worked beautifully. So beauti- 
fully, in fact, that today Pfizer ranks 
as the world’s leading maker of anti- 


biotics (e.g., Terramycin, Tetracyn, 
Tao) and psychic energizers (Ni- 
amid), and the leading U.S. drug 


company in foreign markets (where 
Pfizer rang up 49% of its sales last 
year). In just ten years, Pfizer’s sales 
grew nearly sixfold (to $269.4 mil- 
lion last year), with its net soaring 
from $7.9 million to $26.2 million. 
Rarely Red-Faced. For Pfizer's chair- 
man and president, 58-year-old John 
E. McKeen, this has been—in at least 
one sense—a joyride. Out of the 11 
annual meetings at which he has pre- 
sided, only one has offered the stocky, 
red-headed Pfizer boss occasion for 
a red-faced apology (sales in 1952 
were up, but earnings were down 8% ) 
Nor was the annual conclave in 
Brooklyn last month another such 
occasion. McKeen popped back with 
the same dog-eared bill of health 
Sales and earnings (as reported ear- 
lier) had been up in 1960. The news 
—if you could call it that—was sim- 
ply that sales and profits in the first 
quarter of this year had chalked up 
a5 increase over the year-ago quar- 
ter. Stockholders also heard a glow- 
ing report of Pfizer’s race to be first 
with the Sabin oral polio vaccine. 
Nonetheless, John McKeen has 


problems—big, small and medium- 


E AILING 


EARNINGS 


Pfizer's worldwide earnings have 
grown steadily but domestic prof- 
its have declined badly. So much 
so that the company has had to 
dip into working capital to cover 
dividends. Reason: most foreign 
earnings have been retained 
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PFIZER’S McKEEN: 
faced with a “leveling effect?” 


sized. To be sure, his strenuous ef- 
forts abroad have boosted Pfizer’s 
foreign sales no less than 143.2° since 
1955 (to $131 million in 1960) at a 
time when the industry’s market 
abroad has increased only 63.5%. But 
Pfizer’s experience at home has not 
been anything like so good. Its do- 
mestic sales have grown 25.7% since 
1955. Yet U.S. earnings actually de- 
clined by about 33% to roughly $5.7 
million in 1960 (see chart, p. 42). As 
a result, simply to meet his dividend 
pay-out, McKeen has had to dip into 
his working capital ever since 1958. 

Home to the Nest. Obviously, Mc- 
Keen has not been draining off funds 
from his domestic operations because 
he likes to. In fact, having completed 
the major phase of his overseas ex- 
pansion, he now wants to bring more 
of the profits home. 

Fortunately, he can easily afford to 
do so. Last year Pfizer received a 
record $4.2 million from its foreign 
subsidiaries, and in the first quarter 
of this year a whopping $3 million. 
Says John J. Powers Jr., chairman 
and president of Pfizer International: 
“We're now past the stage where we 
had to reinvest an unusually high per- 
centage overseas. We'll bring more 
dividends home than in the past.” 

But McKeen’s problems do not end 
there. Repatriating earnings has one 
big disadvantage: out of every dol- 
lar so remitted, Uncle Sam takes from 
25%. to 30% in taxes. The inevitable 
result is a “leveling effect” on Pfizer’s 
reported after-tax net. 

John McKeen hopes, nevertheless, 
to beat this rap. He notes that his 
first-quarter earnings were up de- 
spite the fact that he gave Uncle 
Sam a large bite of his $3 million in 
foreign dividends. Says McKeen: 
“Our pre-tax earnings should rise in 
sufficient amount to both offset the 
increase in effective tax rates and en- 
able us to continue our eight-year 
unbroken record of post-tax profit 
increases.” 
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~ Goodbody & Co. 


Marks 
10 Years of Service 


On May 1, 1891, 
Goodbody & Co. 
was established 
with three part- 
ners, three clerks, 
one office and one 
telephone. From 
this modest begin- 
ning, through two World Wars, 
through two major depressions, in 
good times and bad, the firm has 
earned the confidence of genera- 
tions of investors. 

Today there are 22 general part- 
ners, 44 offices ... including the 
new Home Office ... and nearly 
1500 employees at Goodbody & Co. 

As a service organization, Good- 
body realizes that minutes may 
mean dollars in carrying out your 
investment decisions. To maintain 
its 70-year record of fast accurate 
service, Goodbody is now “‘phasing 
in’ a giant computer and will be 
the first brokerage house to consol- 
idate all its vital accounting proc- 
esses into one RCA 501 operation. 


This complete system is typical of 
the automated methods employed 
at the firm’s home office to serve 
customers with maximum speed 
and efficiency. 

Goodbody & Co. maintains one 
of the largest, oldest and most re- 
spected Research Departments in 
Wall Street. Built on the principle 
of creative research, its sole purpose 
is to supply information and in- 
formed judgments to help inves- 
tors choose securities which may 
be profitable investments. 

We believe that the growth of 
our firm is based on the confidence 
of our customers, and we affirm our 
determination to continue to serve 
them faithfully and efficiently in 
the years ahead. 


GOODBODY & CO. 


ESTABLISHED 1891 
Members of leading Stock ond Commodity 
Exchanges 
HOME OFFICE 2 BROADWAY.N.Y.4 


ATLANTA BOSTON CHICAGO 
DALLAS 


OFFICES IN 41 CITIES 
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Intensified Expansion Program in 1960 


STEPS TAKEN TO FURTHER STRENGTHEN ITS 
POSITION DESPITE GENERAL ECONOMIC DECLINE: 


@ ACTIVATED greatly enlarged and newly centralized research center 
in Birmingham, Michigan. 


@ COMPLETED new universal joint plant in Fairfield, lowa. 


@ ENTERED Australian market through affiliation with |. E. L.-Rock- 
well Pty. Ltd. 
ADDED Companhia Teperman de Estofamentos, and |besa-Rockwell 
Metalurgica Ltda. as manufacturing affiliations in Brazil. 


EXPANDED investment in Cobrasma-Rockwell Eixos S. A., already 
large Brazilian axle manufacturing operation. 


LICENSED Diesel Nacional, S.A. in Mexico. 


ENTERED Argentine market through arranging to license and acquire 
an interest in Artimsa S.A.1.C. 





Add to this progress in planned expansion, those factors that reflect the enormous 
financial strength and stability of the Company and you will understand why our 
annual report is titled STRENGTH ... THROUGH DYNAMIC DIVERSIFICATION. 


WARD ANNUAL REPORT HIGHLIGHTS 
| ROCKWELL STAY 1960 1959 1958 


in millions 


Net Sales , 284.1 204. 
Net income... , 19.1 
Cash Dividends : 10.6 


10. 

eocKmt Working capital . 60.4 56. 

RA Shareholders’ equity ; 129.9 115. 
By Outstanding shares. , 5.4 


per share 


Net income. . ; 3.61 
Total cash flow ' 5.30 
Cash dividends A 2.00 


in percentage 




















Net income: 
on sales... 


5.24, 6.7% 4.4¢ 
on shareholders’ equity 9.97 


16.18 7.84 
ask your broker for a copy than Soate 
or write to: Secretary, 
Rockwell-Standard ee Shareholders of record. . 30,509 30,099 29,102 


Coraopolis, Pa. No borrowed funds—short or long-term 


For the complete story, 
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GENERAL OFFICES: CORAOPOLIS, PENNSYLVANIA 
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157 , 195 





The NEW FORBES index 
— 


Solid line is computed weekly and monthly, using the following 
weighted factors 
1. How much are we producing? (FRB index) 
2. How many people are working? (BLS production workers 
employment index) 
3. How intensively are we working? (BLS average weekly hours 
in manufacture) 
4. How much hard goods ore we ordering? (Dept. of Commerce 
durable goods index) 
Are people spending or saving? (FRB department store sales) 
How much are we building? (private non-farm housing starts) 
What is the money supply? (net bank deposits plus invest- 
ments less net adjusted loans) 





Factors are adjusted to reflect changing values of the dollar, 
and for seasonal variations 
Plotted line for current year is « preliminary weekly figure, and 
may not agree with the revised monthly total shown in tabular 
form. Dotted projection indicates an 8-day estimate based on 
tentative figures, and is subject to revision 





























April july Aug Sept. Oct Nov Dec. Jan Feb. March April 


(prelim.) 


106.9 105.0 104.5 102.8 102.4 102.9 101.1 100.3 


98.9 99.2 99.6 (100.5) 





How High Is High? 


As I HAVE often observed, many of 
the major companies which were the 
backbone of most portfolios ten or 20 
years ago now are “mature.” Hence, 
the best opportunities for capital gain 
are found in the smaller companies 
which can enjoy an earnings “explo- 
sion.” Question of whether the po- 
tential rests with new technologies, 
new products or new living standards 
is not the issue. The main criterion 
is earnings dynamics rather than an 
earnings background. 

To put it in a word, the specially 
endowed companies, i.e., those that 
can grow faster than the economy as 
a whole, deserve an important niche 
in the Investment Hall of Fame— 
particularly today, when a security 
buying public more astute than ever 
before tends to concentrate its inter- 
est on the success stories rather than 
the traditional favorites. 
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I'm_ beginning 
to wonder, how- 
ever, if the pub- 
lic’s acceptance 
of this concept 
has resulted in 
too sharp a line 
of distinction be- 
ing drawn be- 
tween the companies which possess 
independent dynamics and those de- 
pendent on cyclical trends. After all, 
no one type of company has a monop- 
oly on attempting to win a blue ribbon 
To express it a little differently, there 
is no question but that the market 
which means all security buyers—is 
correct in appraising each company, 
each industry on a different basis. Like 
people, companies have their own 
personalities, their own claim to fame 
But I suspect that this professionally 
dominated market has gone a little 


too far in putting a premium on to- 
day’s carriage trade companies. Few 
if any businessmen would be willing 
to risk their capital in a new venture 
if the best they could look forward 
to was its return in 51 or ©2 years 
Yet, the total market value of Avon 
Products (which means common stock 
at market plus debt and preferred at 
par) today is 51 times 1960 earnings 
Bell & Howell’s market value is 53 
times its 1960 earnings. Microwave 
Associates’ market value is 78 times 
last year’s profits. Polaroid’s market 
value is 92 times last year’s net, and 
so on. 

True, each of companies 
possesses excellent management—and 
management plays a most imvortant 
part in the multiplier. Furthermore, 
there’s an offset to high growth stock 
price-times-earnings ratios in the fact 
that compound earnings growth can 
work arithmetic “miracles.” For ex- 
ample, the two companies which are 
today valued at 92 and 51 times 1960 
earnings would “pay out” their pur- 
chase price in 15 and 16 years if the 
growth shown since 1955 can be dupli- 


these 
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You have a good 
approach to investing 


© if you can spot good growth stocks, 
@ buy the ones you like on the basis of dependable facts, 
@ keep track of their progress on a month-to-month basis 
through a reliable, easy-to-use service, and 
@ stay with them as long as their earning power continues 
to grow. 
AMERICA’S FASTEST GROWING COMPANIES is the carefully re- 
searched, monthly service which is helping thousands of investors 
compound their profits through such a program. 
AMERICA’S FASTEST GROWING COMPANIES goes straight to the core 
of successful investing, concentrating on the progress, prospects and relative 
values of the nation’s most dynamic companies—companies which are ably 
managed, enjoy vigorous markets for their products and services and are 
compounding their earning power and value at the highest rates. 
Over a period of time such companies bring the richest rewards and the fewest 
disappointments. 





PERCENT CHANGE IN EARNING POWER & MARKET VALLE 


12 Months 1960 4 Months 1961 








Earning Market Earning Market 
Power Value Power Value 
Dow-Jones Industrial Average 7% 10% NA + 10% 
Investment Trust Average NA 2% NA +13% 
AMERICA’S FASTEST GROWING COMPANIES — 3% +32% + 5% +25% 
GROWTH STOCKS OWNED BY J.S.H., INC. +17% + 43% + 7% + 33% 











AMERICA’S FASTEST GROWING COMPANIES is issued monthly and de- 
voted exclusively to the 150 fastest growing companies in the U.S.A. In 40 to 50 
pages of comparative tables, charts, statistics and professional commentary, sub- 
scribers are systematically informed on the progress and prospects of these dy- 
namic companies. Every company is reported upon in every issue and its relative 
standing in the market is objectively measured in terms of its price, earning 
power and growth rate. 

Another unique feature of AFGC is the monthly review and commentary on oun 
privately-owned growth stock portfolio. 

If you would like to examine AMERICA’S FASTEST GROWING COM- 
PANIES, review its past record in greater detail and use it on a 3 month trial 
basis, with privilege of cancellation and full refund, fill in and mail form below 


°co-ooo ee - - - e ee ee erreee ee ee ee eee ee ee ee ee eee eee ~ 
| | 
JOHN S. HEROLD, INC. 
| 25 Greenwich Ave. Greenwich, Conn. 
Please start my 3 month trial subscription to | 
j “AMERICA’S FASTEST GROWING COMPANIES” | 
| the monthly service which systematically uncovers the leading growth companies and | 
| keeps subscribers constantly advised on their progress and prospects. | 
| (This trial offer extended to new readers only.) | 
| | 
| Name oe eveas on Pee eT eet TT er re | 
| Please Print | 
| | 
y Ns Garces igh care a whet acy a serail ols pd cmc asec aig gical oe Aad ph An as late Bia | 
| | 
| | 
| City Zone State G-FO12 | 
: [] Please send bill for $10.00 (] Enclosed is check 
| (Send payment with your order and we will include free our latest ‘““Panograph”—a | 
| pictorial presentation of relative standing of the 150 stocks covered in AFGC.) | 









cated 


over the next five years. 

But who is to say that the past is 
assurance of the future? Besides, it 
seems to me that the chief question 
facing today’s buyer is one of the 
profit potential from here out rather 
than an attempt to justify today’s 
prices with 1965 potentials. 

All this is not meant to be a blan- 
ket indictment of growth stocks as 
such; far from it. They always have, 
and always will, sell on a different 
basis than the market as a whole— 
and justifiably so. Nor do I mean to 
imply that all of today’s growth stock 
valuations are unconscionably high. 
They are in some cases, but allow- 
ance must also be made for the fact 
that the over-all yardsticks today are 
different from those that were used 
in the past. 

Rather, my point is that the con- 
trast between the valuations accorded 
many growth stocks and more pro- 
saic investment media is so marked 
that a change in issue emphasis could 
occur within the framework of the 
market as a whole. After all, stocks 
compete with each other for the secu- 
rity buyers dollars and the business 
recovery now under way is bound to 
focus attention on a great many areas, 
rather than just a few. Furthermore, 
no one type of company has a monop- 
oly on earnings vitality; it can be 
speculatively as exciting in, say, a 
railroad as in a drug company. Sure. 
allowance must be made for the dif- 
ference in the probable duration of 
the uptrend when comparing a typi- 
cal growth company with a cyclical 
situation, but it seems to me that 
time now is beginning to work in 
favor of the underdog. 

Which stocks would meet the test 
of being an underdog destined to be a 
candidate for a blue ribbon in the 
next market phase? A great many, in- 
cluding such cyclical companies as 
Anaconda, General Motors, Goodrich, 
Illinois Central, International Miner- 
als, Worthington. In addition, com- 
panies such as Columbia Broadcast- 
ing, Gould National, Green Shoe, 
Miehle-Goss-Dexter, Minerals & 
Chemicals Philipp and Zenith are 
“more” than cyclical speculations. 
Despite the market’s keen sensitivity 
to corporate developments, the fore- 
going haven't yet received a full 
growth label—which means a higher 
multiplier. 

Apropos the foregoing, the reasons 
I feel that B.F. Goodrich (below 55) 
is a most interesting speculation are 
as follows: a) By the end of this year 
Goodrich probably will be the lowest 
cost tire producer in the business. b) 
While first-quarter results will be 
picked at random and cited merely as 
(CONTINUED ON PAGE 59) 
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NOTICE 
TO INVESTORS 


Four unusual Special Situations in a 
seemingly “unlikely”? industry 


Spurred by widespread installations of automatic 
pinsetters, the bowling industry has experienced a 
phenomenal growth since the mid-fifties. 

New bowling centers have been mushrooming 
throughout the country. In 1960 alone, nearly 30,000 
new lanes were built, bringing the total number of 
ABC (American Bowling Congress) certified lanes 
in the U.S. to about 120,000. This compares to less 
than 60,000 back in 1955. 


Through well-planned promotional campaigns, the 
industry has been making striking progress in edu- 
cating people to accept bowling as the nation’s Num- 
ber One “family” recreation. It seems safe to assume 
that both the bowling population and the frequency 
with which it patronizes the centers will increase 
materially in the years immediately ahead. 


By the time the bowling industry matures, its 
revenues from U. S. bowlers could be running at a 
rate of more than $1 billion annually. (They are 
now estimated at slightly under $500 million.) 


During the last few years, many opportunists, at- 
tracted by seemingly large profit potential, have 
plunged into the bowling business. They have since 
found to their dismay that, as is true with other 
business ventures, their success is far from guaran- 
teed, but is keenly dependent on their ability to at- 
tract and keep their customers on the one hand, and 
to minimize overhead expenses on the other. 


Believing as we do that well-managed bowling 
chains and selected manufacturers of bowling sup- 
plies still possess major earnings growth potential 

rapid though the expansion of the industry has 
been in the past 5 years—we recommend 4 stocks for 
investors who wish to participate in the future de- 
velopment of the industry. 


The 4 Recommended Stocks .. . 


. One of these stocks has, in the opinion of 
many industry leaders, one of the most dynamic 
managements in the field; the appreciation po- 
tentiality of its stock to 1963-65 is estimated by us 
to be about 300%. 


... The second of these recommended stocks is 
now available at only 6.5 times the earnings esti- 
mated for the coming 12 months; its appreciation 
potentiality to 1963-65 is estimated at about 150%. 


...A third bowling stock is a foremost supplier 
of coatings for bowling pin and lane mainte- 
nance; its appreciation potentiality to 1963-65 pro- 
jects to nearly 100%. 


... The fourth stock being brought to your at- 
tention is that of acompany whose sales of bowl- 
ing pins have been growing nearly 100% a year; 
the stock’s appreciation potentiality to 1963-65 
figures estimated to be nearly 100% over the recent 
price. 


The Special Situations Report, which you are in- 
vited to send for, provides full details about both 
the potential rewards and the potential risks in 
these stocks, together with specific recommendations 
as to who should buy them, when they should be 
bought and how they should be bought. 


This Special Situations Report is available with- 
out additional charge in conjunction with the Guest 
Subscription offered below. 


You will also receive without additional charge 
the new Value Line Reports (80 full-page Reports) 
on 80 selected stocks in 4 other key industries. 


Moreover, in view of what has just taken place 
in the market as a whole, we will send you—also 
free under this Guest Subscription—the new Value 
Line Summary of Advices on 1000 Stocks and 50 
Special Situations. With this invaluable guide, be- 
ing released this week, you can make an immediate 
check of every leading stock you are concerned about 
as to its probable Market Performance in the next 12 
months, its Appreciation Potentiality over the next 
3 to 5 vears, its Quality, and its estimated future 
Yield. 

And for the special “guest” price of only $5 you 
will receive (a) the next 4 Weekly Editions of the 
Value Line Survey with full page reports on each 
of 300 additional stocks, (b) a new Special Situation 
Recommendation, (ec) 4 “Especially Recommended 
Stock-of-the-Week" Reports, (d) Business and Stock 
Market Prospects (weekly), (e) List of Best Stocks 
to Buy and Hold Now weekly), (f) The Value Line 
Business Forecaster (weekly), (g) “What Mutual 
Funds are Buying and Selling” (weekly), (h) 
“What Company Officers and Directors are Buying 
& Selling” (weekly), (i) Weekly Supplements, (j) 


4 Weekly Summary-Indeves including all changes in 
Rankings to date of publication, and (k), Arnold 
Bernhard’s new book **The Evaluation of Common 


Stocks” (regular $3.95 clothbound edition pub- 
lished by Simon & Schuster). 


To take ~dvantage of this Special Offer, fill out 
and mail coupon below 


Name 





Address 





City State 





Send $5 to Dept. FB-177L 
THE VALUE LINE 
INVESTMENT SURVEY 
5 East 44th Street, New York 17, N. Y. 
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Bullish... 


That’s how we feel about the long- 
range future of American business. 
That’s how we feel about the long- 
range future of leading American 
stocks—and stock prices. 

Why? 

Well, look at these figures for ex- 
ample: 


194019501960 

Population 132 152 180 
million = million _—million 

Gross National Product $100.6 $284.6 $503.2 
billion billion _ billion 

Standard & Poor's 

Composite Index of 

Common Stock Prices 11.02 18.40 55.85 


Carry any conviction? 

We think so. Certainly enough to 
support our basic belief that a lot more 
people should own common stocks— 
anyone in fact who has money left 
over after providing for a home, in- 
surance and a fund for emergencies. 

Of course, which stocks you buy can 
make a mighty big difference. That's 
why our Research Department always 
stands ready to prepare a tailor-made 
program of investing for anybody who 
asks. 

If you'd like the help of that Depart- 
ment yourself, just tell us something 
about your over-all financial situation, 
something about what you expect from 
your investments. 


There won’t be any charge for the 
suggestions of Research. You won't be 
obligated in any way. 

Simply address a confidential letter 
to— 


Josern C. QUINN 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5,N. Y. 


142 offices in U.S., Canada and abroad 











PMARKET COMMENT 


This Changing Environment 


THE INVESTMENT environment always 
is changing, but sometimes it changes 
at a faster pace. Right now we ap- 
pear to be at the end of an era in 
the international scene; wishful think- 
ing is ending, and we seem to be 
about to take the risks incident to 
an attempt to regain the initiative 
from Russia. At the same time there 
has been a turn for the better in the 
domestic e¢Conomy; business is im- 
proving instead of deteriorating, and 
earnings are rising instead of drop- 
ping. Right at the moment, too, there 
seems to be more willingness to re- 
examine speculative values in the 
stock market. The broad trend in 
stock prices still is up, but the pub- 
lic, at the moment at least, is ap- 
proaching the problems of investing 
with a little less abandon. 

In a normal or average year, stock 
prices are less vigorous in May and 
early June than in later June and 
July. Perhaps we will see this pat- 
tern again in 1961. It would be logi- 
cal after the rise from the October 
lows to the recent highs, an unusual- 
ly steep advance with little correction 
I lean toward the idea that, while 
stocks are headed higher, from now 
on there will be more interruptions, 
a greater selectivity, and more ques- 
tioning. 

The price of any stock, over the 
near-term or the intermediate-term, 
often is determined entirely by the 
demand-supply equation rather than 
such things as earnings, dividends, 
price/earnings ratios, current news 
or even growth trends. That sticks 
out a mile when a few big orders to 
sell suddenly come to a specialist who 
has “a thin book” on the downside, 
and when there are a lot of stop or- 
ders in the stock. The specialist, after 
all, has a limited capital and he does 
not want to lose it; so he just can't 
or won't take all the stock offered. 
It is his obligation, so far as he can, 
to maintain “an orderly market,” but 
frequently it takes time (a day or 
two) to develop one. The problem 
of sudden selling (often for no rea- 
son at all so far as the company’s 
fortunes are concerned) is still more 
acute in the unlisted stocks. In them 
there usually are no real specialists 
with the responsibility of maintaining 
an orderly market; and in some of 
them there never is a real market for 
more than a few hundred shares at a 
time. In estimating the importance of 
quick moves downward in some of 
these glamour stocks which have had 


by L. O. HOOPER 


wide advances in 
thin markets, it 
will be well for 


holders to 
this in mind. 

The environ- 
ment of the auto- 
mobile industry is 
changing. It has had two indifferent 
years, but now the cycle is turning 
for the better. There is a real shortage 
of good, used cars. The invasion of the 
market by the compact car has passed 
the shock stage: and the 1962 com- 
pacts will be a little less stripped down 
and slightly more expensive, permit- 
ting better profit margins. In short. 
the outlook for the auto companies is 
better. 

In this connection, Ford Motor Co. 
(82) would look like a logical stock 
to buy. This year’s earnings are esti- 
mated at something around $7 a share, 
perhaps just a trifle less. This would 
make the shares of this great Ameri- 
can institution sell at about 12 times 
earnings. That compares with some- 
thing like 20 times to 21 times earn- 
ings for the stocks in the DJ indus- 
trials. And 1961 hardly can be regarded 
as a high earnings year for Ford, 
which is adding to per share profits 
now from the merger with Ford of 
England. I think General Motors 
Corp. (4542) is interesting, too. Re- 
member, it represents about 50° of 
the American automobile business, 
and that the stock sold as high as 587s 
in 1959. Chrysler Corp. (4342), it 
seems to me, is a “problem” stock. I 
must admit I am not encouraged by 
the company’s marketing progress 
but the automobile business may be 
so good over the next year or two as 
to enable Chrysler to make a better 
(but not really good) showing. 

The annual report of United Shoe 
Machinery Corp. (66) for the year 
ended February 28 shows net earn- 
ings (including the undistributed net 
of foreign subsidiaries) at a little 
more than $6.50 a share. So here is 
a real blue chip selling at about ten 
times earnings. The company seems 
to have some slow but certain growth 
possibilities, too. . For the first 
time in a long while, I think Colgate- 
Palmolive Co. is more interesting for 
new money than Procter & Gamble Co., 
which has advanced sharply in recent 
months while Colgate has been going 
down. Of course Colgate is not as good 
a company as Procter & Gamble, but 
it has a lot more room to get to be 
better. The new management is work- 


keep 
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ing in that direction. 

Baldwin-Lima-Hamilton Corp. (15) 
is selling at a bargain price so far as 
assets are concerned. At the end of 
net working capital was 
$18.70 a share and book value was 
$26.82. As business improves this 
company’s earnings should rise. Don't 
think of Baldwin as just a locomo- 
tive company, for it really is a diver- 
sified manufacturer of machinery. . . . 
Champion Paper and Fibre Co. (314) 
is not expected to begin to show any 
big improvement in earnings till later 
in the year, perhaps till the December 
quarter; the stock, however, looks 
very attractive for the pull. 

Garrett Corp.'s (48%) management 
has been guilty of leading people to 
expect an earnings improvement much 
earlier than it has developed. In spite 
of this I would hang on to the stock. I 
believe that profits will begin to im- 
prove this quarter. Earnings, of 
course, are unlikely to be much bet- 
ter than $2 or $2.50 a share the 
to end June 30, which would 
compare with $5.42 a share reported 
for the previous 12 months. 

Those who are looking for a con- 
servative growth stock at a reason- 
able price/earnings ratio might take 
a peek at Atlantic City Electric (42), 
which pays $1.20 annually and should 
earn $1.70 to $1.75 a share in 1961. 
This southern New Jersey company 
this year is expected to show higher 
per share net for the tenth consecu- 
tive calendar year. It has increased 
its dividend rate nine times in the 
past eight years. The price of the 
stock is only about 24 times this year’s 
projected earnings, as against 20 to 
21 times the DJ industrials and 40 or 
50 times for growth stocks with worse 
records that provide less assured fu- 
ture growth. 

It seems to me that Richfield Oil 
(48%4 for the new stock), earning per- 
haps $4 a share on a reported basis 
and probably $9 a share on a cash flow 
basis, now is cheaper than Kerr- 
McGee (55 for the new stock). which 
is earning perhaps $3.25 a _ share 
on a reported basis and $7 a share 
on a cash flow basis. Furthermore, I 
would suspect that Kerr-McGee’s ura- 
nium earnings (perhaps almost 40° 
of this year’s net) should be given 
a lower earnings multiple than Rich- 
field’s oil and gas earnings. It will 
be recalled that this column suggested 
Kerr-McGee at much lower prices. 

Just for the record, I want it un- 
derstood that I am highly critical of 
the prices at which some of these 
new small issues are selling. I think 
these prices are “supply-demand” 
prices and not “value” prices; and I 
am sure that eventually many greedy 
people are going to get hurt in them. 


for 
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Bearish... 


That’s how we feel from time to 
time about particular industries or com- 


panies or stocks. 


Because any number of factors can 
influence investment values for better 


—or for worse. 


For instance, new products or new 
management . . . business cycles or pop- 
ulation shifts...changes in popular 
tastes, national elections, or revolutions 


half a world away. 


Keeping track of as many such 


factors as possible, weighing their 
probable import for the benefit of in- 
dividual 


particular holdings and objectives, is 


investors in terms of their 
the full time job of our Research 
Department. 


If at any time you’d care to have a 
seasoned appraisal of your own port- 
folio in the light of current events— 


just ask, 


Bullish or bearish, get 


most objective analysis Research can 


you'll the 


give you—without charge or obligation 


of any kind. 


Simply address your letter to — 


Josern C. QUINN 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchange 
70 PINE STREET, NEW YORK 5, N. Y. 
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HARP GAINS are being made in 

low-priced stocks today. This shift 
in interest to lower-priced stocks 1s 
typical of every bull market — as new 
buying spills over from higher-priced 
issues to stocks not up so sharply 
To aid you in profiting from attractive 
low-priced issues, UNITED'S Staff 
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tractive for liberal yield, but also 
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readers only.) "M-24 


Name 


Address 


City Zone State 


UNITED BUSINESS SERVICE 


210 Newbury St. NE Boston 16, Mass 





NATION'S 
LARGEST 


FEDERAL SAVINGS 


ASSOCIATION 





2 
= 


= | 
pays you Ai on savings 


DIVIDENDS PAID QUARTERLY at 4%% cur- 
rent annual rate « World-wide savings service for 
170,000 individuais, corporations, and trusts in 


) states, 75 foreign countries « Same, sound man- 
agement policies since 1925 + $38,000,000 reserves 
* Resources over $600,000,000 « Accounts insured 
by Federal Savings & Loan Insurance Corp. « Man 
and wife can have up to $30,000 insured « Funds 
received by 10th, earn from Ist « We pay air mail 


both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 








Earnings Are Important 


DESPITE recent signs to the contrary 
I maintain as strongly as ever that 
corporate earnings are and will con- 
tinue to be of utmost, if not decisive, 
importance to the stock investor. This 
attitude may seem old-fashioned to 
the fortunate stock buyer who can 
make a profit of 100°. or more in a 
matter of hours, if he has the neces- 
sary connections to get some of the 
really hot new issues at the original 
offering price. But the vast majority 
of investors have no way of participat- 
ing in these bonanzas which in some 
instances have been tantamount to 
handing out dollar bills to a favored 
few. 

The investor, in order to be con- 
sistently successful, must look for 
value. Except for the comparatively 
rare occasions where unexpected 
values are created by specific cor- 
porate developments such as mergers, 
spin-offs or liquidations, or as a re- 
sult of high-powered contests for con- 
trol (viz. Baltimore & Ohio and 
Alleghany Corp.), the price of a stock 
will ultimately be determined by 
earnings—present as well as future 
earnings. 

Although a great deal of serious re- 
search has been done in the field of 
relating earnings to price, the so- 
called price earnings ratio, there is 
no simple formula for arriving at the 
right price. The application of just 
plain common sense can be most help- 
ful, however. It is perfectly clear, for 
example, that one can afford to pay a 
higher price for a company with a 


consistently rising earnings trend 
than for another company where 
profits are slipping. It is equally 


evident that a company which has its 
costs well under control and can 
maintain a good profit margin even 
under adverse general economic con- 
ditions is entitled to sell at a premium 
price. These concepts are basic. The 
refinements obviously are numerous, 
but they don’t alter the principle. 
Timing of investment purchases is 
also of great importance, of course, 


STOCK ANALYSIS 


by HEINZ H. BIEL 


and if the timing 
is poor and if 
stocks are bought 
when the market 
is boiling over 
with enthusiasm, 
one may overpay 
and as a result 
suffer losses even in the most favora- 
bly situated stocks. Yet—and herein 
lies another cardinal principle—time 
is on the side of a company with a 
rising earnings trend. A good growth 
stock will bail out the investor, sooner 
or later, and thus correct poor timing. 
This may not be the case when the 
long-range earnings trend is unsatis- 
factory. Investors who have been 
attracted by the low price earnings 
ratios and high yields of railroad 
stocks, for example, can testify to 
this. 

By and large, earnings reports for 
the first quarter of this year have 
been shockingly bad. If the deteriora- 
tion of profit margins can be so severe 
in a comparatively shallow recession, 
one can only shudder at the thought 
of what may happen to profits when 
things get really rough. With so many 
companies reporting disappointing 
earnings for the quarter, those who 
did exceptionally well would seem 
to deserve special credit and particu- 
lar attention. 

While one has come to take it for 
granted that Procter & Gamble will 
continue its uninterrupted upward 
trend in earnings, the record of Col- 
gate-Palmolive (37) has been far less 
consistent. It is all the more impres- 
sive, therefore, to see Colgate’s first- 
quarter profits jump 20°, from 50c 
to 60c a share, reflecting, according 
to the official statement, the initial 
results of a broad cost reduction pro- 
gram. PG’s superior investment rat- 
ing and the greater breadth of its 
operations are expressed in a price 
earnings ratio of over 30 and a divi- 
dend yield of 1.6%. But if Colgate 
can continue to improve its profit 

(CONTINUED ON PAGE 58) 

















Sutuios eens’ lanes on ening samey, seing SOME SOBERING FIRST-QUARTER RESULTS 
homes, insurance, stocks. Other exciting features! pena eee 
oe (millions) Per Share Earnings Recent P/E 
California Federal Savings & Loan Assn. _ i | 1961 1960 1961 1960 Price Ratio* 
Box 54087, Terminal Annex, Los Angeles 54, Calif. Am. Hospital Supply $27.1 $24.5 $ .42 $ .42 100 62 
| Please send free “The California Story” and = Fairchild Camera 20.7 13.8 12 n 180 60 
| mame — | Johnson & Johnson 79.8 79.3 61 71 93 37 
' Address McGraw-Hill 31.3 25.8 12 21 35 33 
J City—___. -___ Zone ____ State - | Texas Instruments 59.0 56.2 95 99 197 51 
: D) Funds enclosed in amount of $ — -- | *Based on earnings for 12 months ended March 31, 1961. 

















Forses, MAy 15, 1961 





, Ferre rrearn ss eee yy 








HOW TO USE THE The classic in the Point and Figure 


field, for the novice or professional 


Charteraje METHOD |= as 


OF POINT AND FIGURE TRADING 


pe S get one thing straight before you con- One of the oldest of such technical tools. 
tinue reading this ad. If you want to buy and, once understood, also the simplest. 

stocks for the long pull, put them away and not is Point and Figure charting and interpre- 

look at them an more, then stop right now. This tation of price changes. It is to this tech- Point and Figure Trading 

is not for you! If you consider yourself a trader nique, its use and application in both Stock sd 

in the stock market or commodity market, or if Market and Commodity Futures trading, ove.@ conse 

you want to become a trader, or if you wani to that our book is directed. 

know about trading, then read on. Thus, if you are interested in this type of invest- 


’ ng, the safe and sure way, why not fill in the 
TODAY’S STOCK MARKET coupon below and order our book, ‘“The Chartcraft 
There isn’t anyone who can tell you where the Method of Point and Figure Trading.”’ 
stock market is going. A lot of people think they 
know but will never say for sure — - market 
is going up or the market is going down. Just take 
a Cok at Svarious advisory ads and Pry = —_ Let’s take one stock 
that some say “‘Big boom ahead’’ or “‘A slump this 
fall.”’ How can you make up your ae —— as an example of how 
idvice to accept? If you're like me you'll just keer . 
trying all the different services that eatch your the Chartcraft Method is used. 
eye. You will have gains and losses and ultimately a 
switch to another service after taking a shellack- rhe chart of Ampex Corporation, shown be low, 
ing in the long run. indicates that a_ buy signal was given at 77 
Well, your next question is obvious. No, we're in September, 1959. While the stock was being 
not sure where the market is going either. But, accumulated between 73 and 76 it should not have 
ve do take advantage of the market — a -eavny — At ae ne. however, an order to 
going up or down. In other words, our ilosophy muy Ampex at 77 STOP s ould have been placed os : ’ 
is bene Ao when the market is going o and sell Until the break-through at 77 on a Triple Top it 124. By lowering the stoploss order until be ing 
short when the market is going-down. Now, how formation, there is no use having funds tied up in stopped Out in February, 1960 at 106, the chart 
do we determine when to buy our stock and what this stack as there is no telling when the upward showed another possible profit of 18 points 
stock to buy? move would begin This is a very brief and rough example of 
The break-through above previous tops gives the - . 
TWO APPROACHES timing of when to establish the trade F The char: nm ie Method works. The 
iy ilso indicated placing a stoploss order at 72. As -hartcraft boo gives more a urate ex~- 
The problem of the purchase of stock in any the price of the stock rose, the stoploss order was amples of all the various formations and 
particular company can be ee hed 2 either raised, according to chart indications, to 78. & shows a chart with each explanation. 
of two ways. One way is to pose the problem as: 92 O2 ar ing 9 > om ad ae : 7 
‘SHOULD I BUY THE STOCK OF THE XYZ ‘smpes ord, in to form a top of austribution 136 Our book, “THE CHARTCRAFT METHOD 
COMPANY?” The other is to pose the problem as: the chart gave a sell signal at 124—the point at OF POINT AND FIGURE TRADING,” will give 
‘WHEN SHALL | I BUY THE STOC OF THE while h the stoploss order would take effect you the technical approach to the mechanics of 
XYZ COMPANY? , r This top was formed in November, 1959. From 4 bonds and commodities. This 
The person who asks the - uestion “‘SHOL LD September to November, 1959, the chart showed i pe st” for the investor and trader 
1°’ is taking the fundamental approach to stock . ' 


how to make a potential profit of 47 points. In the 
market analysis. The person who asks the ques- same manner, the chart indicated ‘ois chats aaa 











tion “‘WHEN SHALL I?” is taking the technical 7 = . a go sho! gna! with the greatest ant of protection. 
ipproach to stock a analysis 


¥ he fundamentalist concerns himself with THE CHARTCRAFT ADVISORY SERVICES 


ancial statements, history, quality of 
ee ge Ml pe on he I : Chartcrajt, Inc. publishes advisory services based on the principles and tech 
iolester. €00. The sectetel - c —- > the ee book. There is no doubt that you can be you 
ithe enaally ond Goune : —— ” opp ving the wy orks time and effort that is required to fully under: 
and distribution. oe Seaewer Cae artcraft ethod of trading in stocks. However. if you canr 


; the hours required in maintaining and interpreting your Point and Figure charts. the 
Practically all stocks have substantial moves u research staff of th 


t é Chartcraft Servi will do it for vou. Not only will you be relieved 
one time o1 another. Fluctuation in z ice IS as of the burden of maintaining charts, but you will also benefit from years of « Aperience 
true of a ‘‘blue chip”’ as of a ‘‘cat and dog No in interpreting these charts. 
stock goes up in price of its own accord Before 

i stock goes up it generally goes through a pertoc 


fnecumuiatton be "insiders It ts passing trom I—CHARTCRAFT NYSE SERVICE 2—CHARTCRAFT ASE SERVICE 


Our 4th Year of Service to the Trader 


»t devote 


S greater than supply and the upward move is é cekly service covering over 500 stocks trade A we 
on its way ‘ he New York Stock Exchange—supplies you the 
Before a stock drops in price, it usually goes the price changes necessary for the 
through a period of dist) ibution by the same ‘‘in- ng of your own charts, if l 
siders.’’ It is passing from ‘‘strong hands’’ into Keep charts—-gives you the buy and sell signals, the ‘ iced stocks where gains can be phenomena 
weak hands.’’ When support is withdrawn, sup- stoploss points and the price objectives—recom percent gives you the buy signals. ae 
ply overcomes demand and the panicky downward mends a Stock of the Week and other trades whic! pots and price objectives—tea 
move is on. The technician is concerned with the ire outstanding in the opinion of the editors is- I the as e k and other recommend 
right time to buy and the right time to sell short trated by actual Point and Figure Charts. SIX t " tr: | Point and Figure Charts 
Hie attempts to determine the moment when either WEEK TRIAL SUBSCRIPTION ONLY 810 IX -EK ‘TR :L AL ‘SU BSC RIPTION ONLY §1/ 
supply or demand has taken control of the situa- . 


dane & alaaden wher ae “edie” one 3—CHARTCRAFT OTC SERVICE 4—CHARTCRAFT COMMODITY SERVICE 


doing A 


ekly service covering over 300 stocks traded or 
American Stock Exchange this is the largest 

maintain- technical service devoted exclusively to the ‘‘sma 

you should choose to vard—applies the Chartcraft technique 


weekly service covering over 300 of the most eekly service covering the most popular co 
active stocks traded over-the-counter. Here is your nodities—-wheat, corn, oats, rye, soylx ans, Soy 
opportunity to get in on the ground floor ot bean meal. lard. cottor seed oil, sugar. eggs, coffer 

blue chips of tomorrow.’’ Since mar of the oa ool, cotton. cop ver rotator s—gives tl 
stocks have so few shares outstanding and are n« ul "ee stor iaon Se 2. iF nates obie tives ; 
W ell known. the profit potential is un th veekly recordable price changes supplied on eac! 

he wide moves they seem to have You t a Stock omrr : Eact . so f res a Commodit 
of the Week selected tr iding opportuni s and f the We ne ia eee an pos di “ ) — nit 
uy and sell signals in each report SIX. WEEK n the pir ey ao Cha raft ators SIN 
TRIAL SUBSCRIPTION ONLY 810 WEEK TRIAL BSCRIPTION ONI 


NOTE! The Chart- | aninally, Nhe tient. wae 

craft Method book Uh hetains ad Gntinne tebamted 

is free with any $10 1 West Avenue, Larchmont, N. Y. 
trial subscription. 


te tle 


I am interested in learning or bout the art 
Point and Figure Tradin lease send me e iten 
for which I am enclosing 


The Chartcraft Method of Point and Figure Trading 


| 
| 
| 
| 
| 
| 
MAI L 4: ) Chartcraft NYSE Service—6 Week Trial 
| 
| 
| 
| 
| 
l 


| Chartcraft Commodity Service—6 Week Trial 


_, Chartcraft ASE Service—6 Week Trial 
|_| Chartcraft OTC Service—6 Week Trial 
(ore) U] fe), | 
TODAY! 


Name 
Address 


City Zone state 






























CURRENT RATE 
ON INSURED SAVINGS 


Gin 


Earnings paid or compounded quarterly 
Southern California's oldest, 
one of the nation's largest savings 
and loan associations 
a anaes 
this trustworthy 
institution has never missed a 
dend nor closed its 

business day. 


In 76 years 
divi- 
doors on a 


Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 


Funds received by the tenth of 
any month earn boom the first of 
that month. 


Assets Over 180 Million Dollars 
































Convenient onan -fre e mail service 
SEND COUPON FOR FULL INFORMATION 
P.O. Box F-2592, San Diego 12, California 


Name 










Address 





City 








Send For Economou's 


COMMODITY MARKETS 
FORECAST WEEKLY 


@ Futures markets reviews . . . technical analysis 


specific trading recommendations covering Soybeans 
Meal ol. Lard . Cottonseed Oil 
Eges Potatoes . Fiax . Boe ... Oats 
Wheat Corn Cocoa . . . Wool. Regular rates 
for the COMMODITY MARKETS FORECAST 
WEEKLY. §includin ‘Mid-Week Bulletins.” are 
$150.00 a year, or 5.00 for 6 months. However, to 


introduce the service, we will be pleased to send it to 
you for 30 days for only $1.00 to cover air mail postage 
and handling. Send for this special $1.00 trial offer 
today. (New subscribers only.) 


ARTHUR N. ECONOMOU 


746-F WELLS BLDG., MILWAUKEE 2, WIS. 











We factually measure the effect of 


BRING ROWER s SELLING PRESSURE 


in the Stock Market! 

Send $1 for latest Report F or $5 for month’s 
trial on prompt refund basis if not satisfied. 
LOWRY’S REPORTS, Inc. 
Established 1938 

20 PARK AVE., 


NEW YORK 13, N. ¥. 


























































































































INVESTMENT POINTERS 


Industry Favorites (Part II1) 


THE FOLLOWING discussion concludes 
the industry analysis presented in the 
two previous issues. 

RAILROADS continue to be plagued 
with numerous problems and it seems 
that investors generally have lost 
confidence in them. Indeed, many 
readers inform me “they would not 
buy a rail for all the tea in China.” 
Often in the past when investors be- 
came unduly pessimistic on a par- 
ticular group, it was at the very mo- 
ment purchases should have been 
made. In this particular case, I do 
not feel sure myself, although I do 
believe that the salvation of the in- 
dustry will be through mergers. At 
the moment, Atchison Topeka & 
Santa Fe, Great Northern, Northern 
Pacific, Southern Pacific and Union 
Pacific appear attractive for income 
as wel] as moderate appreciation. 

RAILROAD EQUIPMENT. No 
mendations. 

Russers have not fared well in the 
market advance to date and may be 
a bit sluggish for a while longer. 
However, leading stocks in the in- 
dustry are selling below their highs 
of several years ago, and I think in 
cases have pretty largely discounted 
the decline in the nation’s economy. 
Indeed, George R. Vila, U.S. Rub- 
ber’s president, said recently he felt 
the worst of the recession was over 
and that his company had weathered 
it better than in the 1957-58 decline. 


recom- 











by J. DONALD GOODWIN 


Most of the stocks 
in the group ap- 
pear to have al- 
ready established 
a worthwhile base 
and are in the 
process of moving 
up again. 

Goodrich and 
U.S. Rubber are suggested for a rea- 
sonable return (around) 4% and 
long-term capital appreciation. Both 
companies have spent large sums for 
research and expansion, which should 
augur well for their future. In this 
connection, Mr. Vila said further that 
his company “would spend $30 mil- 
lion for modernization and expansion 
in 1961 and an additional $10 million 
on two ventures: a joint chemical 
project with The Borden Co. in Loui- 
siana and on its interests in a large 
Argentine petrochemical complex.” 
He also stated that the company’s 
sales would reach $1.6 billion by 1970, 
and that this “was a minimum, fo: 
we are dedicated to a renewed effort 
that will move us ahead faster than 
the trend of the gross national prod- 
uct.” 

STEELS were recommended in the 
January 15 issue, in which I stated: 
“In the past when the steel industry 
operated at around 50% of capacity 





for a few months, a change for the 
better was always ‘just around the 
corner.” At that time I called atten- 
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286 STOCK CHARTS 


showing daily action 
(each chart also shows 
“200-day moving average”) 
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line charts for each of the 286 stocks listed 
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day moving average’’ line.) 
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tion to Armco Steel Co., Bethlehem 
Steel Corp., Jones & Laughlin Steel 
Corp., Sharon Steel Corp., U.S. Steel 


Corp. and Youngstown Sheet & 
Tube Co. A change for the better 
was just around the corner, for the 
steels have since begun to recover. 
I believe, now that the steel upturn is 
under way, it will continue, and I ad- 
vise retention of those issues recom- 
mended, with additional purchases 
warranted on weakness, should it de- 
velop, as poor first-quarter state- 
ments are released. 

Sucars. No recommendations at 
the present, except American Crystal 
Sugar, which might be a good medi- 
um-priced speculation. Finances are 
extremely strong, and capitalization 
is small. Recent price, 52: indicated 
dividend, $2. 

TextTILes. This column has never 
cared much for the textile industry. 
However, most of the stocks in the 
group are currently selling below 
their highs of several years ago and 
the chances are they have largely 
discounted lower earnings that are 
anticipated in 1961. Collins & Aik- 
man, Stevens and United Merchants 
appear best. All pay a fair return 
and could show worthwhile apprecia- 
tion during the next year or two. 

Topaccos have been sensational 
during the last year or so. American 
Tobacco, Reynolds and Philip Morris 
were all recommended here at sub- 
stantially lower prices and, in spite 
of their advanced prices, retention is 
advised for improving income and 
long-term growth. 

Urtiuities also have done wonder- 
fully well and retention of most of 
the issues in the group is advised. The 
following, which have not been com- 
mented upon here previously, appear 
attractive for new purchases: Vir- 
ginia Electric & Power, Public Serv- 
ice of Indiana, Potomac Electric, 
Pacific Lighting, Oklahoma Gas & 
Electric, Ohio Edison, Montana-Da- 
kota, Iowa-Illinois Gas & Electric, 
Idaho Power, Central Illinois Light 
and American Electric Power. All are 
substantial companies and are serv- 
ing areas where possibilities for in- 
creased growth appear favorable. 

MISCELLANEOUS. American Optical, 
recommended here several years ago 
in the middle 40s, and Whirlpool, now 
around 31 and paying $1.40, appear 
attractive. The latter could be quite 
a good speculation, with patience. 

I also wish to call readers’ atten- 
tion to two newcomers to this col- 
umn, namely, Associates Investment, 
and Shakespeare. Associates Invest- 
ment Co. is the third largest inde- 
pendent installment finance company, 
with automobile financing and relat- 
ing insurance constituting the main 

(CONTINUED ON PAGE 61) 









SIX DRUG 
STOCKS 


Goodbody & Co.’s latest 
Monthly Letter gives in detail 
the reasons for the strong 
growth potential of the drug 
industry. The Letter discusses 
the leading ethical and pro- 
prietary drug manufacturers, 
and the impact on the indus- 
try of foreign sales, research, 
an expanding and aging popu- 
lation, and a steadily rising 
standard of living. 

Also discussed are the 
probable effects of pending 
legislation. Six issues are 
recommended and extensive 
financial data is presented on 
these and 9 other ethical and 
proprietary drug makers. 


ADDITIONAL ISSUES 
RECOMMENDED 


Our Letter also includes a 
continuously-reviewed list of 
over 150 favored stocks in 
other groups, with price, yield, 
dividend and 1959 and esti- 
mated 1960 earnings on each. 
For your free copy of this 
Letter, now available to in- 
vestors, simply fill out and 
mail the coupon below. 


GOODBODY & CO. 


ESTABLISHED 1891 










CREATIVE 
RESEARCH 
MEMBERS OF LEADING STOCK 


AND COMMODITY EXCHANGES 
Our 70th Anniversary Year 

2 BROADWAY, NEW YORK 4 

to sound OFFICES IN 40 CITIES 
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Please send me without cost your 
Monthly Letter FM-15. Please Print 














*20 


gets you — 
Reliable 
Advice 


SINCE JANUARY 1960 WE HAVE 
RECOMMENDED ONLY 7 STOCKS" 


Brush Beryllium @ 29 now 57'2 
Philips’ ps @ 101% now 163% 
A. C. Nielsen a 26 now 54 
Manpower, Inc. @ 3912 = sold $112 
Sanborn Co @ 53 sold 63 
C-E-I-R @ 27 now 63 
Nuclear Materials @ 63 now 69 
Since our recommendation, 3 
stocks have been heavily bought 
by Mutual Funds, and 3 have split. 
During the next year, the REPORT 
again plans to recommend a 
limited number of unique Special 
Situations for anticipated substan- 
tial capital gains. We recommend 
when to buy and when to sell. 
Many subscribers are brokers. For 
an annual subscription (published 
monthly) including our forthcom- 
ing new recommendations for the 
next 12 months — fill in coupon. 
Send to: 
THE LAZARUS REPORT 

17 East 48th Street, N. Y. 17, N. Y. 
Enter my subscription for one year. 
Enclosed $20_____ 


Name 


ff 





Street 


City State = 5 
*current prices 4/26/61 














AT 39 | BEGAN 
A NEW LIFE 


By a Wall Street Journal 
Subscriber 


When I turned 39, I began to worry 
about my future. I wasn’t getting ahead. 

One day I picked up The Wall Street 
Journal. I always thought it was a paper 
for big executives. Imagine my surprise! 
In the pages of that amazing newspaper 
I found just the help I needed. I found 
ideas on how to keep my taxes down — 
ideas for earning more money. I also 
found some good ideas for the company 
I work for. 

I subscribed to The Journal, and it 
began to put me ahead right away. 
During the past few years, my income 
has increased from $9,000 to $14,500 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a vear. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in seven cities 
from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
ywa. Address: The Wall Street Journal. 
44 Broad St., New York 4, N. Y. FM 5-15 





TECHNICAL PERSPECTIVE 


The Classic P&F Premise 


As I PoInTepD out in the preceding 
article, technical stock market analy- 
sis pays special attention to what may 
be called the neutral, sidewise or lat- 
eral price trends. This is the kind of 
trend that ends at about the price level 
where it began, after having mean- 
while gone through a sequence of 
price fluctuations within a compara- 
tively limited and stable price range. 

Now, it is in the nature of the stock 
market and a matter of common ex- 
perience that many investors and 
speculators are typically reluctant to 
sell while prices rise and to buy while 
prices fall. This reluctance diminishes 
when the price movement appears to 
make little progress either way, as it 
does during a lateral trend. There- 
fore, the longer a lateral trend re- 
mains in effect, the more stock can 
move from the hands of sellers into 
the hands of buyers. 

Eventually, one side overwhelms 
the other, the lateral trend terminates 
and a vertical trend emerges. The 
normal reluctance to buy or sell 
quickly reasserts itself but is now 
shared by a relatively concentrated 
group of people who took the oppor- 
tunity to make transactions, all at 
more or less similar prices, during 
the lateral trend. As a result, the 
normal deficit of supply that prevails 
in any uptrend is temporarily made 
more acute; similarly, the deficit of 
demand that characterizes a down- 
trend is temporarily increased when 
a lateral trend is concluded. 

The effect is generally proportionate 
to the amount of stock that changed 
hands during the lifetime of the 


by JOHN W. SCHULZ 


lateral trend. So it 

becomes a tenable 

proposition to say 

that the greater 

the amount of 

stock which passes 

into buyers’ hands 

during a lateral 

trend, the higher 

can an ensuing uptrend carry. This 
proposition is, in fact, widely ac- 
cepted by experienced market ob- 
servers. Since any buyers simply 
never sell, the proposition does not 
necessarily apply with equal force to 
downtrends. To allow for other fac- 
tors that may have a bearing, we can 
say, more broadly, that the character 
of a lateral trend stands in a cause- 
and-effect relationship to the verti- 
cal trend that succeeds it. 

It follows that analysis of the lateral 
trend should lead to conclusions about 
the potential carrying power of the 
ensuing vertical trend. So, the first 
problem facing the technical analyst 
is how to describe most usefully the 
character of the lateral trend. The 
more adequate the description is, the 
better should be the prospect of suc- 
cessful interpretation, even though no 
description can be perfect and no in- 
terpretation of it can go beyond 
probabilities. 

The most practical means of de- 
scribing stock market trends is a 
graphic rendering of price action in 
chart form. And, in my opinion, the 
most useful chart for the analysis of 
lateral trends is the classic Point & 


*Mr. Schulz is a partner in Wolfe & Co.., 
members of the New York Stock Exchange 
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Figure chart. The P&F mechanism 
plots the price fluctuations that link 
up to make price trends—both lateral 
and vertical—in the sequence in 
which they are reported or the stock 
ticker. Instead of using the yardstick 
of periodic price ranges, such as daily, 
weekly, or monthly highs and lows, 
the P&F mechanism plots price 
changes by magnitude. As a matter of 
convenience, it has long been a con- 
vention in classic P&F practice to plot 
only price changes of one fuil point 
($1) or more. 

It is, however, perfectly feasible to 
plot price changes as small as one- 
eighth of a point, the minimum price 
unit of trading on our exchanges. The 
price scale would be calibrated in 
eighths, and the chart would show 
every price reversal of 12% cents or 
more, that is, all reported price 
changes. Thus, for example, on the 
accompanying one-point chart, the 
price action of March 1960 shown by 
four columns (from No. 3 to No. 4) 
occupies 114 columns when plotted 
in full detail on a one-eighth point 
scale. Either way, in the aggregate, 
these columns reflect a supply-de- 
mand relationship during which 115,- 
500 shares changed ownership at 
prices under 25 and above 21. Each 
column reflects a distinct phase of 
this relationship—on the one-eighth 
point scale with respect to an average 
of about 1,000 shares per column; 
and on the one-point chart with re- 
spect to an average of nearly 29,000 
shares per column. On the two-point 
scale alternatives, the entire action 
is represented by a single entry. 

Similarly, the much larger lateral 
trend of September 1959 to Novem- 
ber 1960 (during which some 1.4 mil- 
lion shares changed hands, mostly in 
the mid-20s) is represented by 32 col- 
umns of price-reversal action (aver- 
age: about 42,500 shares per column) 
on the one-point chart (from No. 1 
to No. 7), and by six and eight col- 
umns (average: 230,000 and 175,000 
shares) respectively on the two-point 
alternatives. 

You can see that the units of the 
vertical price scale are identical with 
the units of the horizontal scale, on 
which the number of price-reversal 
columns can be counted. You can 
also see that, as we increase the 
money value of each vertical unit on 
the price scale, the aggregate num- 
ber of columns needed to describe 
the lateral trend is reduced. Thus, 
each individual column represents a 
larger time-volume unit of the lateral 
trend; each horizontal unit gains 
“value” (significance) in terms of our 


original proposition, which was that | 


the potential carrying power of an 
(CONTINUED ON PAGE 62) 
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“TAKE A MAN 
WHOSE 
INVESTMENTS 
ARE WORTH 
$50,000... 


“He needs more information, broader information than a man 
who owns, say, just one or two stocks. A man who owns a number 
of stocks has to keep track of each industry in which he has an 
investment. And he should also know about the prospects for 
stocks in other industries, so he can improve his portfolio. 

“This is a must if his objective is capital gain, but it’s also good 
investment practice if his objective is income. He should con- 
tinually be on the alert to see whether other stocks — or bonds — 
offer higher yields, or the same yields with less risk. 

“That’s why we publish the Security Buyer's Review. This 32- 
page research study is filled with valuable investment informa- 
tion. It discusses the general investment climate and gives our 
opinions on the prospects for stocks in 23 different industries, 
from Airlines to Tobacco. It also gives information about con- 


vertible and Municipal bonds. 


“If your holdings are such that you need a comprehensive review 
of current investment opportunities, you'll appreciate the wide 
scope of the Security Buyer's Review. To obtain a free copy of the 
Spring edition, just mail this ad or write to Department F.” 


Paine,Webber, Jackson & Curtis 


FOUNDED IN BOSTON -1879 
MEMBERS OF THE NEW YORK STOCK EXCHANGE 


New York 
25 Broad Street 


Boston 
24 Federal Street 


Chicago 
209 S. La Salle Street 


Los Angeles 
626 S. Spring Street 


Other Offices Coast-to-Coast 











The Interim Technical Review 


Thorough appraisals of current & anticipated 
stock trends, stressing critical selectivity & 
careful timing efforts. Praised by professional 
& private investors & traders as a thoughtful, 
ractical, moderate-cost_ service (bi-weekly) 
Nustrated with Point & Figure charts. 


— Details & samples on request 
KENU WOLFE & Co. 
Members N.Y. Stock Exchange 
2 Dept. F-2. 72 Wall St.. N.Y. 5, N.Y 














BEFORE THE STOCK MARKET REACTS .. . 
learn of 


REVOLUTIONARY 
NEW PRODUCTS 


. . Now being perfected by listed and OTC companies 
before earnings are affected. WRITE TODAY for free 
brochure describing this unique service. 


SCIENTIFIC REPORTER 


Drawer 245A, Cambridge, Maryland 








DOW THEORY LETTERS 


by Richard Russell 
Read by professionals and serious investors 
throughout the world. Send for brochure explein- 
ing the Dow Theory, reprints of the author's 
four recent articles in BARRON'S, and a one- 
month trial subscription (4 issues), $1.00. 
($50.00 annually, Airmailed.) 


Dept. F, 125 East 93rd Street, N. Y. C. 28 











RAR RIED Mae ES TS 
THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 


is starting its 31st year. The reason... 
it’s a (Not aon advis- 
ory service. or free brochure F13. 


WYCKOFF ASSOCIATES, INC. 


40 S. Fairview Park soos ilinois 
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PENN SQUARE 
MUTUAL FUND 


Organized 1957 
AN INVESTMENT FUND 
Investing in diversified securities 


for INCOME and CAPITAL 
GAINS possibilities. 





NO BUYING CHARGE 
NO SELLING CHARGE 











Free of Penna. Personal Property 
Tax in Opinion of Legal Counsel 
@ 


Free copies of the Prospectus may 
be obtained from 


J. L. HAIN & CO. 


451 PENN SQUARE 
READING, PENNSYLVANIA 
FRanklin 5-4424 


Name 
Address 


City & State 


INVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of 
America’s well known diamond cutters 
Pay only actual market price. 














Save From 1/3 to 1/2 Write for Catalog 46 


EMPIRE piamonn corp. 


Empire State Bldg., Sth Ave., at 34th St., N.Y. 


EARN Al 1% 
= (ON YOUR 
2 SAVINGS 


WITH INSURED SAFETY 

¢ Dividends paid quarterly *» With- 
drawals paid on demand since char- 
ter granted in 1937 * Accounts are 
legal investments for corporation 
and trust funds « Funds received by 
10th of month earn from Ist *Over 
$16 million reserves * Assets over 
$183 million + All accounts insured 
up to $10,000 by F.S.L.IL.C. + We 
pay postage both ways. 
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SAVINGS & LOAN ASSOCIATION pert. 122 
225 E. Broadway - Glendale 5, California 


Se ee 


DEPT.122. 


CURRENT RAT 





R. M. RIGGLE, Asst. vice-president 


Please send information about your 
association and latest statement . 
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THE FUNDS 


Portfolio Management: 





A BUYING MOOD 


WHAT WERE investment company 
managers doing with their money in 
the first quarter? Putting it into com- 
mon stocks, to judge by a study of the 
28 biggest reviewed last month by 
Arthur Wiesenberger. Buying 80° 
more common stocks than in the pre- 
vious quarter, while selling only 47°, 
more, fund managers were obviously 
cheered by the recent signs of a pos- 
sible economic upturn. As shown by 
heavy purchases, they place their 
highest hopes on oils (i.e., Texaco, 
Standard Oil of California) and autos 
(Ford, General Motors). 

Wiesenberger reported heavy sell- 
ing in General Electric and Westing- 
house in the wake of price-fixing 
changes and antitrust suits. Less 
easy to explain was the selling in 
RCA and IBM which were, respec- 
tively, the second and third heaviest 
sales. At a stand-off in the first quar- 
ter were such long-popular groups as 
printing and publishing, aircraft and 
missiles, office equipment and bowl- 
ing, in all of which sales and pur- 
chases about balanced out. 

What the study did not note, how- 
ever, was the unusually iarge num- 
ber of foreign and small, so-called 
“unseasoned” companies held by the 
big funds. Among many such exam- 
ples, the stocks of the just-gone- 
public publishing companies figure 
importantly in the portfolios of such 
funds as Massachusetts Investors 
Growth Stock. Investment Company 
of America (assets: $217.2 million) 
is bullish on European chemicals. 

The big reason, of course, is sim- 
ply that high stock prices are mak- 
ing it harder and harder for fund 
managers to find so-called “good 
values.” But whether buying blue 
chips or out-of-the-way companies, 
mutual men were clearly in a buy- 
ing mood for common stocks. 


New Funds: 
TAX ANGLE 


THESE days, it would surprise no one 
if yet another insurance company de- 
cided to sell a “variable” annuity. 
Fears about long-term inflation, mak- 
ing fixed-dollar income less attrac- 
tive, have persuaded more than one 


family man to buy mutual funds 
rather than life insurance company 
annuities. To answer this competi- 


tive threat, giant Prudential Insurance 


Co. and smaller fry hope to set up so- 
called “variable” plans under which 
annuity payments vary with the for- 
tunes of a portfolio heavily com- 
mitted to common stocks. 

But last month, it was not another 
insurance company but a mutual fund 
itself that announced its intention to 
sell a variable annuity. Chauncey L. 
Waddell, who as chairman of Kansas 
City’s Waddell & Reed already dis- 
tributes six funds making up the big 
(total assets: $1.1 billion) United 
Funds group, last month set up the 
United Variable Annuities Fund. 

The Angle. In hedging against long- 
term inflation, what could the new 
fund do that an ordinary fund 
couldn’t? There is a tax angle. Divi- 
dend income paid to the trust would 
be taxed at an effective rate of just 
7.8°,. If a man collected his dividends 
personally, he would be subject to 
taxes at whatever rate his income 
calls for. “In a nutshell,” said a Wad- 
dell & Reed man in New York, “it will 
enable a man to build up his capital 
almost. tax-free for many years.” 


Statistics: 
ANEW LOOK 


SHARP-EYED READERS may notice that 
the “Funds Vs. the Market” chart 
which regularly appears in this column 
has a distinctly different look about 
it this issue. Until now, the index line 
for the S&P 500 was running some 20 
percentage points above the line for 
the ten largest stock funds. In this 
issue’s chart, the positions have been 
reversed: the stock funds’ trend line 
is now above that for the S&P 500. 
At the same time, the balanced funds 
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INCORPORATED 


A mutual fund —— 
for growth possibilities in. 


Electronics 


Gt tues t Fuels 
Missi pes 
4 ery 


tl ites 


and other activities related to 
the energy fields. 


NO COMMISSION OR 
SELLING CHARGE 
of any kind. Shares are 
offered at net asset value. 
Send for Free Prospectus. 
Write Dept. F 
Distributor 
RALPH E. SAMUEL & CO. 

Members of N.Y. Stock Exchange 
2 Broadway, N.Y. 4, N.Y. 
Tel. Digby 4-5300 








x Ty. ROWE PRICE 


GROWTH STOCK 
FUND, INC. 


(FA) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1%, 
Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 
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1961 MUTUAL FUND 
BUYING GUIDE 


yours FREE as a special bonus 


FundScope, the mutual fund magazine presents 
its annual buying guide to mutual funds. This 
guide shows at a glance which funds have per- 
formed best during the past 5, 10 and 15 years . . 

for capital gains, for divide nds, for safety. Packed 
with factual data and money savings suggestions, 
it provides all the basic information necessary to 
show which fund is best for you. This outstanding 
guide is a free bonus to new trial subscribers of 
FundScope 


LIMITED PRINTING. SEND JUST $2 today for 
a 3 month trial to FundScope, and receive free the 


bonus 1961 Mutual Fund Buying Guide. FundScope 
does not sell mutual funds. No salesman will call 


FundScope, Dept. F-3 
470 S. San Vicente Bivd. 
Los Angeles 48, Calif. 
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are a good deal closer to the other 
two than was the case previously. 
What happened? Simply that Forses 


| statisticians changed the base year. 


Whereas prices as of 1949 were for- 
merly the base, average prices for 
1957 now are. 

Why the change? Mutual funds had 
done rather poo:ly compared with 
the market during much of the early 
Fifties. In an index of this sort, an 
early handicap is difficult to overcome. 
But more recently, the leading mutual 
funds have done rather better rela- 
tive to the leading market averages; 
Forses’ index with a 1949 base did 
not clearly reflect this. Hence our 
substitution of the 1957 base year. It 
gives a fairer comparison based on 
more recent results. 


Management: 
NEW “CAPTIVES” 


Two oF THE biggest sales successes 
in the mutual fund business have been 
organizations which dissented from 
the traditional way of selling shares. 
These are Investors Diversified Serv- 
ices (Investors Mutual, Investors 
Stock Fund, Investors Selective Fund 
and several others) and Waddell & 
Reed (the United Funds). Whereas 
most mutual funds have been sold by 
independent brokers and dealers in 
return for a sales commission, these 
two outfits have preferred to sell 
through their own “captive” sales or- 
ganizations. 

Recently the Waddell & Reed-IDS 
method won at least two new re- 
cruits: Manhattan’s Investors Plan- 
ning Corp. and Boston’s B.C. Morton 
& Co. LP.C. is mainly a retailer 
of contractual plans and fund shares 
for unaffiliated funds. President Wal- 
ter Benedick made it known that the 
special underwriting of his new (and 
his own) Fund of America had raised 
assets to $6.2 million and was com- 
pleted. 

Obviously, Benedick had decided 
that if his salesmen could sell so much 
of other people’s funds why couldn't 
they do the same with their own? 
Said he, “I believe this is where the 
real future of funds lies—in organiza- 
tions like this and I.D.S.” In other 
words, Benedick wants to see I.P.C. 
cut in on the management fee as well 
as receiving the regular 
missions. 

So apparently did Boston-based 
B.C. Morton & Co., a fund-selling out- 
fit with 83 offices and 1960 sales of 
$103 million. The Morton outfit recent- 
ly took over the Lone Star Fund and 
renamed it, naturally enough, the B.C. 
Morton Fund. While the fund’s assets 
were $553,000 at the end of March, by 


sales com- 


mid-April they had crossed the $1,- | 


000,000 mark. 


INSURED SAVINGS 


plus FREE 
TRAVEL ALARM 
CLOCK 


When you open an account of $2,000 or more 
or add $2,000 or more to your present account 
(or SEND FOR FREE FOLDER of sterling silver 
gifts for new savings of $1,000 or more) 
OPEN YOUR ACCOUNT NOW 
SAVE BY MAIL « AIR POSTAGE 
PAID BOTH WAYS 
% Each account insured to $10,000 by the Fed- 
eral Savings and Loan Insurance Corporation 
* Resources, $265 million * Founded 1920 
* Reserves over $23 million, more than TWICE 
Federal requirements xLegal for corporate 
pension, trust, church and credit funds 
* Funds received or postmarked by the 10th 
earn interest from the Ist of the month 


Current 
0 Yearly 
Rate 


Gm interest 
Paid or 
Compounded 
Quarterly 


Mail Check or Request Financial Statement 


AMERICAN 
SAVINGS 


AND LOAN ASSOCIATION 


SPECIAL MAIL DIVISION, DEPT. 120 
210 E. PHILADELPHIA ST., WHITTIER, CALIF 


READY TO 


Invest ? 


GET THE 
FACTS 
on the 


THE KEYSTONE COMPANY 
50 Congress St., Boston 9, Moss. 


Please send me Prospectus and descriptive material 
on the Keystone Funds. 


Name 





Address 





City 





Investments 
Geared to 
imerica’s Growth 


JOHNSTON MUTUAL 
FUND Ine. 


No sales charge or commission 
No redemption charge 

No binding contracts 

You buy or redeem shares at 
net asset value 

Accumulation Plan availabie 


Prospectus upon request 


The Johnston wR rae Inc. 
230 Park Ave., Dept. F, MH. Y. 17, N.Y. 
ORegon 9-2700 














22 STOCKS LIKELY 
TO SPLIT IN 1961 


The Number of Shares You Hold Could Double or Triple Overnight 


Our staff using the latest market statistics 
just completed a most timely survey. It examined 
the history, price earnings potential and capital- 
ization records of hundreds of companies for 
stock-split possibilities. We wanted to find out 
which companies might exchange 2, 3 or 4 shares 
of new stock for one of the old in 1961 


has 


Out of this has come our exclusive list of 22 stock 
split candidates, companies that show excellent 
promise for the next buying period. As you know 
stock-splitting cuts the stock's price per share to 
a popular buying level. This usually attracts more 
investors. Demand for the stock goes up. And 
sften, so do prices and dividends. This list is avail- 
able nowhere else, but you can have it—for a 
limited time only. To clearly demonstrate the value 
ot the Dow Theory Investment Service, we will 
send you this valuable list of 22 STOCKS LIKELY 
TO SPLIT IN 1961 with our compliments, together 
with a 30-day trial subscription to the Service. We 
offer this combination as a current example o¢ 


DOW THEORY FORECASTS, INC. 


17 E. 48th Street, Dept. F 5-15, New York 17, New York 


Trial 
Subscriber to your Dow Theory 
Forecasts Investment Service 
and send me your complete 


| 

| 

enroll me as a 
| 

| Service for the next 30 days 
| 

| 

| 

| 


Please 
NAME 


including the Model Portfolios 
Over-the-Counter Stocks and 
Growth Stock List. Also send 
me ‘22 STOCKS LIKELY TO 
SPLIT IN 1961 I enclose $1 t« 
help cover postage and handling 
charges 


ADDRESS 
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EVEN TODAY... 


Only ONE MAN in 1000... 


KNOWS THE INVESTMENT PROFIT POTENTIAL OF 


LIFE INSURANCE STOCKS 


FOR EXAMPLE...DO YOU KNOW THAT:— 


$5,000 Philadel phie Life is now worth $201,450 
mvesten | ov idadle “ ~ “ eee 
ON Franklin Lite be 155,200 
JAM. 1, 1951 | Continentel Assurance“ “ ™ 71,450 
In THE Commonwealth Lile “ “ Ks 75,100 
SHARES OF | U.S. Lite ——— 


We have prepared a THIRTEENTH 
and 1961 REVISED EDITION 
of our Special Bulletin entitled 


*"12 REASONS FOR INVESTING 
IN LIFE INSURANCE STOCKS" 


‘which contains specific suggestions on stocks 
which we believe are attractive 
for investment today 


A copy of this bulletin will be mailed for $1.00. 


Please use coupon belou 


J. H. GODDARD & CO., INC. 
Established 1925 
Members Boston Stock Exchange 

85 DEVONSHIRE ST., BOSTON 39, MASS. 
J. H. GODDARD a CO., INC. 
85 Devonshire Street, Boston 9, Mass. 
Please mail a copy of your 13th and 1961 Revised Edition 
of Special Bulletin on Life Insurance Stocks. En- 
closed is $1.00. 
Name 
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the kind of useful up-to-the-minute information 
our subscribers receive every week. This offer is 
open to new trial subscribers only. All we ask in 
retur:. is the cost of postage and handling ($1) 





COMPARE THIS FOR PROFITS 
DOW THEORY GROWTH LIST Up 84.0% 
Dow-Jones Ind. Average up....19.0% 
(From Nov. 28, 1958 to March 10, 1961) 
4 DOW MODEL PORTFOLIOS Up 148.4% 
Dow-Jones Ind. Average up....49.4% 
(From Jan. 31, 1958 to March 24, 1961) 
OVER-THE-COUNTER LIST Up 44.6% 
Dow-Jones Ind. Average up....17.9% 


(From Sept. 30, 1960 to April 7, 1961) 
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Let Barron’s become 


YOUR No. 1 GUIDE 
TO INVESTING 


17 weeks’ trial ... only $5 


When you start reading Barron’s, you 
quickly find it gives you everything you 
need to know to help you handle your 
investments with greater understanding 
and foresight: 

First, you are shown what, 
why the REAL VALUES are, 
rent security prices. 

Second, you get a fund of information 
that enables you to weigh the merits of 
different securities—and pick the ones 
you want to suit your investment ob- 
jectives. 

Third, you increase your understanding 
of all financial information you may 
read or hear elsewhere. You acquire a 
know-how about investing that helps you 
build your capital and increase your 
investment income. 

No other business or investment publi- 
cation is like Barron's. It is written for 
the man who makes up his own mind 
about his own money. It is the only 
weekly affiliated with Dow Jones, and 
has full use of Dow Jones’ vast, special- 
ized information in serving you. 

Barron's subscription price is $15 a year, 
but you can try it for 17 weeks for only $5. 
This trial subscription brings you the invest- 
ment implications of current political and 
economic events ... and the perspective you 
must have to anticipate trends and grasp 
profitable investment cag ct 

See for yourself how ortant Barron’s 
can be to you in the event ul weeks ahead 
Try it for 17 weeks for $5 (full year $15). Just 
tear out this ad and send it today with your 


where, and 
behind cur- 


check for $5; or tell us to bill you. Address: 
Rarron’s, 392 Newbury Street, Boston 15. 
Mass F-515 
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margin, especially on its domestic 
sales, then this stock should attain a 
better investment rating and sell at 
a higher earnings multiple than the 
present 14 times. Colgate, a regular 
dividend payer since 1895, now yields 
3.8. Incidentally, both PG and Col- 
gate may have about the same per 
share earnings this year and both pay 
dividends of $1.40. One stock, how- 
ever, sells in the 80s, the other at 37. 

It is only natural that makers of 
consumer goods should be less af- 
fected by a recession than other in- 
dustrial companies. Nevertheless, the 
40°, rise in first-quarter earnings of 
Beech-Nut Life Savers (Forses, Feb. 
15) from 48c a share to 67c is out- 
standing. The recent acquisition of 
Martinson Coffee apparently has ac- 
celerated the anticipated earnings rise 
of Beech-Nut. At about 20 times 
estimated 1961 earnings the stock, 
at 62, is fairly priced and represents 
good investment value under pre- 
vailing conditions. Dividends have 
been paid for nearly 60 consecutive 
years. The present rate of $1.70 pro- 
vides a modest return of only 234° 
but may be raised within a year. 

By far the best quarterly results for 
any major industry were shown by 
the much maligned oils, especially 
the refiners, which enjoyed the bene- 
fits of favorable spreads. While such 
phenomenal gains as Union Oil’s 67°, 
increase (from 63c to $1.05 a share) 
and Atlantic Refining’s 72° increase 
(from 93c to $1.60 a share) are excep- 
tional and not likely to be sustained, 
some of the major integrated inter- 
national oils also did exceptionally 
well. Socony (47), for example, suc- 
ceeded in lifting its first-quarter 
profits by an impressive 27%, from 
97c to $1.23, reflecting not only favora- 
ble operating conditions for the entire 
industry, but also the results of tight- 
er internal controls. 

Although I do not foresee any 
dynamic long-range earnings growth 
for the oil industry, it seems to me 
that some of the major oils are at- 
tractive at present levels and may 
very well give an above average mar- 
ket performance during the balance 
of 1961. Stocks like Socony and 
Standard Oil (N.J.) are still selling 
some 30°, below their highs of 1957, 
while the general level of stock prices 
has advanced some 35% since that 
time. 

In contrast, I find it rather sober- 
ing to relate the first-quarter earn- 
ings results of some of Wall Street's 
favored growth stocks to their cur- 
rent prices. Note that the companies, 
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picked at random and cited merely as 
examples in the table on page 50, 
belong to industries which generally 
are considered recession-resistant, as 
proven by their continuing gain in 
sales which reached all-time highs 
during the period. This is not a mat- 
ter of quality—which is excellent— 
and the strong probability of their 
continuing growth is not in doubt. 
Yet, the prices at which these stocks 
are selling are based on projections 
of future earnings growth which may 
not prove to be attainable within the 
specified number of years. If this is 
true for some of the best, one can 
well imagine what some of the growth 
companies of lesser standing will be 
up against when they have to face 
real competition. Growth companies 
will always bail you out, but 1) make 
sure that they are strong enough to 
survive; and 2) don’t be surprised if 
it takes a little longer. 


LURIE 
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While first-quarter results will be 
poor, the second half outlook is ex- 
cellent and the full year earnings po- 
tential is on the order of $3.75 per 
share as compared with $3.33 per 
share last year. c) In effect, Goodrich 
is entering a new period in its history. 
From 1946 to 1954 it had more new 
facilities than competition. From 1955 
to 1960, however, management got 
“fat” and the company lost ground. 
Now, there is a new management team, 

Crown Cork & Seal’s excellent first- 
quarter figures indicate that 1961's 
profit should be better than $4 per 
share as compared with $3.15 in 1960, 
even though non-recurring expenses 
will exceed $2 per share in 1961 as 
compared with $1.87 per share in 1960. 
Incidentally, my earnings guesstimate 
excludes an_ undistributed foreign 
earnings equity which will be higher 
than last year’s roughly 70c per share. 
While a dividend isn’t likely, and the 
stock at 79 has more than doubled 
since originally suggested for pur- 
chase, I still consider Crown Cork & 
Seal a most interesting holding. Next 
year’s earnings potential is in the area 
of $5 per share—and even more can 
later be visualized, for the aggressive, 
capable management has an objective 
of adding products and companies. 
Incidentally, a stock split-up is most 
unlikely at this time. 

I’m also intrigued with Green Shoe 
(below 30), the company which manu- 
factures the well known “Stride Rite” 
shoes for boys and girls who at the 
age of 12 or so drift off to adult types. 
This segment of the population under 
14 years of age has grown from 40 
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10 Stocks Under 20 
for Strong 1961 Rises 


N mid-1958, American Motors burst like a meteor on the market 
... Surging from 11 to 96% in less than 18 months. Most inves- 
tors were surprised at this spectacular rise. Yet shrewd traders who 
detected early the three clear “buy signals” given by American 
could have turned $1000 to $8806 in about 12 years! In 1957, 
Texas Instruments (then just one of dozens of electronic stocks) 
gave two clear “buy signals.” Yet, probably not 1 investor in 1000 
moved into Texas Instruments around 16 for the rise to over 200. 





Which 10 of These Stocks Should Be Bought Now? 


ACF Industries 
Air Reduction 
Alleghany Corp. 
Allied Stores 
Aluminium Ltd. 
Amer. Airlines 
American Can 
Amer. Cyanamid 
Amer. Elec. P. 
American Electr. 
Am. Mch. & Fdy. 
Amer. Potash 
Amer. Radiator 
Amer. Smelting 
Am. Tel. & Tel. 
Amer. Tobacco 
Assembly Prods. 
Assoc. Oil & Gas 
Avco Corp. 
Bald.-Lima-Ham. 
Balt. & Ohio 
Beckman Instr. 
Beneficial Fin. 
Botany Ind. 
Briggs & Strat. 
Budd Company 
Burlington ind. 
Canada Dry 
Canadian Pac. 


Capital Air 
Carrier Corp. 
Case (J. 1.) 
Celanese 

Cerro de Pasco 
Ches. & Ohio 
Chrysler 

Cities Service 
C.1.T. Financial 
Colo. F. & I. 
Columbia Broad 
Conde Nast 
Cont. Motors 
Cont. Vending 
Cooper-Bess. 
Crescent E & R 
Curtiss-Wright 
Cutter Lab. 
Dixon Chem 
Douglas Aircr. 
Eagle-Picher 
Eastern Air L. 
Erie Railroad 
Fairchild Eng. 
Fansteel Met. 
Filtrol 
Firestone T. &R 
Foster Wheeler 
Fruehauf Trailer 


Gar Wood Ind. 
Gen. Dynamics 
Gen. Electric 
General Foods 
General Motors 
Gen. Refract. 
Gen. Telephone 
Geo.-Pac. Corp. 
Gillette Co. 
Goodrich B. F. 
Goodyear Tire 
Grumman Air 
Gulf Oil 

Hupp Corp. 
Infrared Ind. 
inter'l. Harv. 
inter’l. Nickel 
inter'l. Paper 
int. T. & T. 
Jamesbury 
Jones & Laugh 
Joy Mfg. 
Kansas City So 
Kawneer 
Lancer 
Lockheed Aircr 
Loew’s 

Magma Copper 
Martin Co. 


Monsanto Chem. 
Montgom. Ward 
Motorola 

Nat. Cash Reg. 
National Dairy 
National Gypsum 
National Homes 
N. Y. Central 
Northern Pac. 
Northrop Aircr. 
Northwest Air 
Norwich Pharm. 
Olin Mathieson 
Penn-Dixie 
Pennsylvania R. 
Pepsi-Cola 
Perm. Filter 
Phelps-Dodge 
Philco Corp. 
Phillips Pet. 
Pittsburgh Sti. 
Procter & Gam 
Radio Corp. 
Rayonier Inc 
Raytheon Mfg. 
Republic Steel 
Revere Cop 
Reynolds Metals 
Reynolds Tob 


Royal-McBee 
St. Regis Paper 
Schenley 
Sears Roebuck 
Shattuck 
Sherwin-Will. 
Sinclair Oil 
Solar Air 

So. Pacific 
Southern Ry 
Sperry-Rand 
Stanray 
Sterling Drug 
Tenax Inc. 
Tide Water Oil 
Timken Rol. B. 
20th Cent.-Fox 
Union Finance 
United Air L. 

U. S. Gypsum 
U. S. Industries 
U. S. Rubber 
U. S. Steel 
Ward Ind. 
West'h'se A.B 
Westinghouse 
Yale & Towne 
Zenith Radio 











New “Buy Signals” Point to 10 New 
Opportunities for Large 1961 Profits 


Our editors have just uncovered 10 unusually interesting low-priced 
situations which now appear poised for substantial rises. These 10 stocks 
are not for long-term investors. They are specifically chosen for the 
individual who is willing to accept a higher degree of risk for a greater 
profit potential in 1961! You will find these stocks in a new Spear 
Report, “10 Stocks UNDER $20 wiTH A HIGH PROFIT POTENTIAL FOR 
1961.” Here are a few highlights: 


One, now selling around $16, is now as a result of a brilliant merger, 
making tremendous headway in a great new growth industry. Sales and 
earnings are rising rapidly. We look for “big things” for this stock. 
Another under-20 selection is one of the most dynamic growth situations 
we know of. It combines stability with outstanding growth—and is still 
selling at an unusually low price-earnings ratio. We think it should rise 
a minimum of 75%. 
In fact, all 10 of the stocks in this Report have special angles which 
indicate important price rises soon. They are still at buying levels which 
may not be repeated—and you should act immediately to take advan- 
tage of what well may be some of the best profit-makers of 1961. 


UNpER $20 with A HiGH Prorit PoTENTIAL FOR 1961"—plus our latest 


| SPECIAL OFFER! Send for this new Report today on “10 STocKs 


Buy-Hold-Switch Ratings on 529 Key Stocks and a 2-week trial to the 
weekly Spear Market Letter for the special introductory rate of just $1. 


SPEAR & STAFF inc. 


BABSON PARK 
MASSACHUSETTS 


Yes, here is my $1. Send me at once your new Report “10 Srocks UNDER $20 
WITH A HIGH PROFIT POTENTIAL FoR 1961,” plus your latest Buy-Hold-Switch 
Ratings on 529 Key Stocks—with a 2-week trial subscription to the Spear 
Market Letter. 


(1) Check here if you 
at special rate of 





refer a 3-months’ trial 
15. (Regular rate $20.) 


STATE.......... 


(This offer is open to new readers only.) 




















Do You Know? 


A small group of investors 
have discovered the key to 
larger profits in the stock 
market. Would you like to 
know their formula? Then read 


THE 
INSIDER 
REPORT® 


Every other Monday, the stoff of the 
Insider Report takes you behind the 
scenes under the expert guidance 
of Rodger Bridwell, for eleven years 
a feature writer for Barron's Weekly. 
GET THE FACTS —IN ADVANCE. 
SEND $1.00 TODAY FOR RECENT 
REPORT AND 22 LEADING STOCKS 
THE “Insiders” ARE BUYING. 


ar 
Bridwell & Co. 
DEPT. F12 BOX 5067 
STANFORD — PALO ALTO, CALIF. 

| enclose $1.00. Rush by Air Mail 
latest issue of Insider Report with list 
of 22 stocks insiders are buying. 
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Opportunities in WARRANTS 


if you are interested in making each $1 do 
the work of $100 or $1,000 in a rising 
market—then you should be interested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 

* speculation in warrants? 

@ What warrants are outstanding in to- 
day's market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

only full-length study of its kind--""THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
you should know about, send $2.00 to 


R. H. M. Associates, Dept. EG» 








F-179, 220 Fifth Avenue, New 

York 1, N. Y. or send for 

free descriptive folder. 

Easier Way to Trade for Bigger 


Once-a-week instructions to your broker takes care 
of all trading details. Our weekly letter tells you 
where te buy, sell, take ‘ofits or place stops. 
Learn how to increase capital and income in these 
fast-moving markets that enable your funds to 
work 14 times as hard as they can in common 
stocks. Send for free booklet and recent trading 
bulletins today. 


COMMODITY FUTURES FORECAST 


90 West Broadway, New York 7, BArclay 7-6484 
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million in 1950 to 57 million in 1960 
and is expected to expand to 72 mil- 
lion by 1970. Green Shoe, the largest 


manufacturer of children’s shoes ex- | 


clusively, has enjoyed an 80% in- 
crease in production over the last ten 
years, whereas total U.S. production 
has increased 20%. Further, the com- 
pany brings down about 7.5° of sales 
to net income, about the highest in 
the industry. 
will allow the company to improve 
this margin due to increased efficien- 
cies in materials handling as well as 
other production savings. Earnings 
in 1961 should be about $1.65 per 
share and it’s worth noting that since 
1948 the physical volume of shipments 
declined only once, the 1957 reces- 
sionary period. In the 1960 recession, 
shipments actually increased about 
5%. 
With the market as measured by 
the industrial average now some 5% 
below the 1961 highs, the big ques- 
tion today is whether: a) a new sub- 
dued speculative mood will come into 
being and the public’s urge to own 
stocks will lessen, or b) we, never- 
theless, can have divergence within 
the market as a whole, with, say, more 
interest being shown in the cyclical 
companies. My premise can be stated 
quite simply: 

© The business news is most reas- 
suring and the recovery now unde 
way will be much more vigorous than 
is popularly expected. The energiz- 
ing moves proposed by the Kennedy 
Administration will accelerate an up- 
turn that had been dictated by more 
fundamental considerations. 

© In my opinion, the majority of 
companies will record record high 
earnings and dividends in 1961. A 
great deal of corporate fat was 
trimmed from the bone last year and 
in many cases basic operating effi- 
ciency is quite high. 

® This is the biggest market the 
present generation of security buyers 
has ever known and new yardsticks 
of valuation have come into being. 


As long as we have a strong sense | 


of upward direction, stock prices will 
remain statistically high. 

® Some of today’s speculative ab- 
surdities will later lead to sack cloth 
and ashes. 
counter stocks and in new issues il- 


lustrates the fact that the stock mar- 


ket reflects all the human frailties, 


one of which is greed. Fortunately, | 
however, the excesses are in the mi- | 
nority and they need not topple over | 


the apple cart. 


e As I see it, the end of this era is | 


not yet in sight. But I don’t think the 


opportunities this month will be as | 
all-inclusive—or come as easily—as | 


in the first quarter of this year. 





A new plant addition | 





2 tests, 3 companies 
and a recommendation 


If just 20% of TV viewers spent as lit- 
tle as $2 weekly for Pay-TV quality 
programs, the yearly total would be 
$1,000,000,000 — virtually as much as 
the money spent on aii TV commer- 
cials last year. Tests now underway in 
Hartford and Toronto may well be the 
first step toward full scale paid tele- 
vision programming. Our analysts have 
prepared a Special Report on the re- 
markable growth possibilities of 
Pay-TV: “3 Dynamic Companies with 
a High Stake in Pay-TV”’ (The plans of 
one of them rate it a “Buy Now” con- 
sideration.) This report also covers a 
low-priced speculation in a related field. 


Accept this Bonus Report 


A copy of this valuable growth stock 
Study is yours as a bonus with a 2-week 
guest subscription to our weekly advi- 
sory service, The Growth Stock Letter. 
Simply mail this announcement today 
with your name and address and $1 
(new readers only) to Dept. F-66. 


DANFORTH-EPPLY 
CORPORATION 
Investment Advisors 


Wellesley Hills 81, Mass. 

















The interest in over-the- 


Making Profits in 
STOCKS 
by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
for Making Market Profits—and Keeping 


Them. 
FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities a daily price change 
service . . . and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-87. 


MORGAN, ROGERS & ROBERTS, Inc. 
150 Broadway * New York 38, N. Y. 











SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 
Common Stock Dividend No. 89 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able June 14, 1961 to 
stockholders of record at the 
close of business on May 
31, 1961. 

W. S. TARVER 
Secretary 
Dated: April 29, 1961. 
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lw Before you BUY: SELL* HOLD 
CHECK THE FACTS FIRST in this 


61949-1960 


w STOCK RECORD 
hw 


source of income. For many years the 
company showed a rising trend of 
earnings. However, in 1958, this trend 
was interrupted, largely as a result of 
rising interest rates and higher tax 
rates on life insurance earnings—two 
factors which, incidentally, are now 
believed to be out of the way. The 
company’s insurance operations are 
substantial, contributing over 35°. of 
total profits. This business includes 
comprehensive, fire, theft and auto 
collision coverage. 

Another factor in the lower level of 
earnings was the company’s large con- 
centration in industrial states which 
were hard hit during periods of re- 
cession. Management is opening offices 
in other areas where prospects for 


BOOK 


hw ORDER TODAY for ONLY $495 


hw You can’t make wise investment 


growth appear promising. Diversi- 
fication into other phases of the 
financing business, such as sales of 
boats, plus expansion in its personal 
loan business, should result in less 
dependence on the auto industry. 

From these aggressive programs a 
return to a rising level of earnings 
could soon be forthcoming. Indeed, 
earnings for 1961 are estimated at 
around $5.25 per share vs. $4.46 per 
share in 1960. Indicated annual divi- 
dend, $2.60 (some dividend paid each 
year since 1918). Recent price, 67; 
range since 1958, 96-49. This is an 
excellent company and appears quite 
attractively priced for income and 
long-term appreciation. 

That Americans are spending vast 
sums annually for sporting equipment 
is a well-known fact. It is in this con- 
nection that I suggest as a speculation 
the stock of Shakespeare Co. (traded 
over-the-counter). 
corporated in 1905, 
manufacturer 


The company, in- 

is an important 
of fishing tackle and 
bows and arrows. In addition, a 
wholly owned subsidiary, Shake- 
speare Products, makes wire instru- 
ment board controls which are used 
in autos, motor boats, airplanes, trac- 
tors and the like. Plants are located 
in Kalamazoo, Mich., Columbia, S.C., 
and Rexdale, Canada. Sales and 
earnings for the year ended last July 
were $16.7 million and $2.75 per share 
vs. $14.9 million and $2.85 per share, 
respectively, in 1959. Earnings for the 
first half of 1961 were below those 
of a year ago. However, an improve- 
ment is hoped for by the year end. 
Finances are strong, with ‘cash and 
equivalents amounting to $3.5 mil- 
lion vs. $2.2 million in current lia- 
bilities and $9.9 million in current 
assets. There is no funded debt and 
only 483,395 shares of common stock. 
Dividend in 1960, $1.5712. Price range 
since 1958, 34-26. Recent price, 26. 
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decisions in this market unless you 
know a stock’s per-share perform- 
ance over past years. 


This Recorp Book gives you the 
year-by-year facts and figures for 
stock listed on the N. Y. 
Stock Exchange. You get at a 
glance: 


1949-1960 
Each Year's: 


every 


e PRICE RANGE 
e DIVIDENDS 
e STOCK SPLITS 
e EARNINGS* 
1960 earnings as available up to 
publication. 
Nowhere else can you find more 
quickly, more easily, or at lower 
cost, the essential information you 
require to invest more profitably, 
particularly in the months ahead. 


ADDED FEATURE 


12-Year Record of the leading Mu- 
tual Funds, each year’s: Prices— 
Capital Gains—Investment Income 

-Net Asset Value—Sales Charges. 


This 1949-1960 Recorp Book can 
be indispensable to your invest- 
ment success. Order it today by 
sending coupon with your check for 
only $1.95. 


FINANCIAL 


WORLD 


...or get it FREE 


. with this Special $12 Offer of a 6- 
months’ trial subscription to FINANCIAI 
WoRLD’s complete investment service 


Your $12 Brings You... 


26 Issues of FINANCIAL WORLD, giving 
you sound stock values, continuous direc- 
tion on hundreds of issues . . . Everything 
to help you profit in any kind of market 
(Cost at newsstands $13.) 


EACH MONTH for 6 months an up- 
dated supplement of “INDEPENDENT AP- 
PRAISALS” of up to 1800 listed stocks 
detailed digests of prices, earnings, divi- 
dends—plus our own RATINGS of invest- 
ment value. (Similar guides cost up to $24 a 
year.) 


“STOCK FACTOGRAPH”" MANUAL 
320-page indexed review giving 55,000 per- 
tinent facts highlighting the good and bad 
points of 2,000 companies and their securi- 
ties. A ready reference of indispensable 
value. (Thousands sold separately at $5.) 


ADVICE-BY-MAIL as often as once a 
week for 26 weeks—our best opinion on 
whether to buy, sell, hold any stock you 
inquire about that interests you at the 
particular time. (Not available alone.) 


ACT QUICKLY—EDITION LIMITED 


Only one edition of the Stock Record Book 
is published each year and the supply is 
limited. So whether you buy the new Stock 
Record Book or get it FREE with a 
6-months’ trial subscription to FINANCTAI 
WORLD and its Added Services, be sure to 
order at once. (Additional sarings—on 
year subscription is only $20.) Fill out and 
mail the coupon today to assure delivery with 
out delay. 


Absolute money-back guarantee 
if not satisfied within 30 days. 


—_— a Ke eS ee 
Dept. FB-515, 
17 Battery Place, New York 4, N.Y. 


For payment enclosed, please ente 
my order for 


[-) 6-months’ trial subscription to FINANCIAL WORLD's complete in- 
1 vestment service including Stock Record Book—all for $12 


0 1 year's 


Name 
! Address 
l City 


‘1 
(1 copies of your new 1949-1960 Stock Record Book at $1.95 each | 


subscription, including all of the above—for only $20 


Zone State 
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Cities Service 


cE 
cities serv! 


¥ 


Dividend Notice 


The Board of Directors of Cities Service Company declared 
a quarterly dividend of sixty cents ($.60) per share on its 


Common Stock, payable 


5, 1961, to stockholders of 


record at the close of business May 8, 1961. 


April 26, 1961 


FRANKLIN K. FOSTER, Secretary 





89th CONSECUTIVE 


DIVIDEND 


The 89th consecutive 
quarterly dividend was 
declared this day by the 
Board of Directors of 
Rockwell Manufacturing 
Company. A dividend of 
40¢ per share on outstand- 
ing common stock will 
be paid on June 9, 1961, 
to shareholders of record 
at the close of business on 
May 19, 1961. 


May 1, 1961 


P. A. WIcK, 
Secretary 


| ROCKWELL | 
[ MANUFACTURING CO. G) 


Pittsburgh 6, Pa. J 





UNION 
CARBIDE 


A quarterly dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable June 1, 1961 
to stockholders of record at the close 
of business May 5, 1961. 


Joun F. SHANKLIN 
Secretary and Treasurer 
UNION CARBIDE CORPORATION 


: DIVIDEND NOTICE 


reece. 
BOSE 


Out Gas, Cremcet and 
Ciectrom< Cowpmert 
6 Techmcat Services 


A Growth Company 
Serving 
Growing Industries 


has this day declared a 
quarterly dividend of 
$0.30 per share on the 
common stock payable 
on June 15, 1961 to 
shareholders of record as 
of the close of business 
on June Ist. 


R. E. REIMER 
Executive Vice President 
and Treasurer 


April 27, 1961 
Dallas, Texas 


$s The Board of Directors 











At a meeting held April 21, 1961, the Board of 
Directors declared quarterly dividends of $1.09 per 
share on the 4.36°, Convertible Preferred Stock, 
$1.40 per share on the 5.60‘, Preferred Stock and 
46'4 cents per share on the Common Stock, pay- 
able June 1, 1961, to all holders of record at the 
close of business May 5, 1961 


H. S. Netting, Jr., Secretary 


TEXAS PACIFIC COAL AND OIL COMPANY 
ot ete 
ry . 


Cash Dividend 
No. 207 
June 2, 1961 


* 
° e 
“aas® 
At the regular annual meeting held April 19, 
1961, the Board of Directors declared a regu- 
lar quarterly cash dividend of 30 cents a share, 


payable June 2, 1961, to shareholders of record 
at the close of business May 11, 1961. 


By J. I. Norman, Secretary 











CROMPTON & KNOWLES 
CORPORATION 


Worcester, Mass. 
a DIVIDEND NOTICE 

WA ae The Board of Directors 
E(( &K. \e today declared the regular 
\3 / quarterly dividend of twen 
eo ty-five cents a share on 
= the common stock of the 
Company payable June 14, 1961 to holders 


of record at the close of business June 
1961 


JAMES BARRINGER, 
April 25, 1961 Treasurer 


SCHULZ 


(CONTINUED FROM PAGE 55) 





uptrend is generally proportionate to 
the time-volume characteristics of 
the preceding lateral trend. In sum, 
the P&F unit of plotting can be viewed 
as a common denominator for the 
characteristics of the lateral trend and 
the potential of the ensuing uptrend. 

Accordingly, the classic interpreta- 
tion of P&F charts assumes as a work- 
ing hypothesis that a vertical trend 
should be able to advance as many 
price units as there are time-volume 
units (columns) in the preceding lat- 
eral trend. This assumption is not 
equivalent to a prediction. But that 
it has been found valid enough for 
practical working purposes, more 
often than not and within a tolerable 
margin of error, is attested to by long 
years of experience: the technique 
can be traced back to about 1880. 

Nonetheless, it should be clear that 
the P&F hypothesis cannot be applied 
mechanically and _ indiscriminately. 
Its implications can only be extracted 
by interpretation and described in 
terms of probabilities. Thus, whether 
an implied trend potential is realistic, 
and whether and when it can con- 
ceivably be implemented, are ob- 
viously questions of judgment, which 
must allow for numerous other con- 
siderations. Obviously, too, choice of 
an appropriate price scale is a matter 
of discretion, although experience 
suggests that the one-point chart is, 
as a rule, adequately realistic. There 
is also room for interpretation, dis- 
agreement, and wishful thinking in 
the choice of price level at which a 
lateral trend should be measured. 

The chart on page 54 is that of 
Freeport Sulphur (now 31). The one- 
point version was reproduced (up to 
the arrow) in this column on Sept. 15, 
1960, with the stock at 2512, showing 
the target at 35. It has since become 
possible to plot on it additional tar- 
gets at 50 and 57. The two-point 
versions yield targets ranging from 
37 to 42; in the absence of other con- 
siderations, these are obviously the 
more plausible. Whether any of the 
targets can be realized, is a problem 
of opinion and interpretation. How- 
ever, it seems reasonable to argue 
that the uptrend implications of a 
base involving turnover of about 1.4 
million shares probably have not been 
fully liquidated by transactions total- 
ling some 530,000 shares since De- 
cember 1, 1960. 
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THE “HOW” AND 
“WHY” OF 
FORBES SECURITIES 
MANAGEMENT 










































































Today, careful investors must analyze a great 
mass of financial data to obtain the minimum 
degree of knowledge necessary to hold sound 
investments and to make new commitments. 
As a result, those not having access to this in- 
tensive research sometimes find themselves 
with a badly unbalanced list of securities. Be- 
cause of the uncertainties in today’s volatile 
market, they may completely overlook attrac- 
tive new investment opportunities or fail to 
take profits at the proper time. 


The responsibilities of money management are 
further complicated by the fact that in many 
cases you HAVE NO WAY OF KNOWING 
WHETHER YOU ARE ACTING ON THE 
VERY LATEST INFORMATION! 


It is for the investor with a portfolio valued 
at $50,000 or more, who does not have the time 
nor the necessary experience to cope with the 


SOME ADVANTAGES OF FORBES 
SECURITIES MANAGEMENT SERVICE 


Draws upon the statistical-research facilities 
of the famous, 44-year-old Forses 
organization. 


Recommendations are thoroughly impartial, 
unbiased . . . no connection whatsoever with 
brokers dealing in securities. 


You get recommendations based on the 
combined, specialized knowledge of 

many investment experts. No one manager 
acts alone. 


You have a person-to-person relationship with 
a seasoned manager—may consult with him at 
any time on matters concerning your program. 


You are kept posted on developments, new profit 
opportunities, of special interest to your particular 
investment objectives. 


Forses, MAY 15, 1961 


complex problems of money management, that 
FORBES SECURITIES MANAGEMENT was 
established. The entire resources and experi- 
ences of the 44-year-old FORBES organization 
are made available to investors through this 
Division. Here, each account is given expert 
and thorough analysis and constant supervision 
directed toward reaching the individual finan- 
cial goal of the investor. Your account is imme- 
diately assigned to an experienced FORBES 
Investment Manager who sends you regular 
reports or your portfolio and whom you may 
consult by letter, by telephone or telegram, o7 
by personal visit at any time. 


To learn more about the scope and purpose 
of this outstanding service—how it is organ- 
ized, how fees are determined, how our highly 
skilled staff takes the initiative in making 
recommendations—send today for your FREE 
copy of our descriptive booklet. 


SEND FOR BOOKLET—NO OBLIGATION 


Forbes Securities Management Inc. 
70 Fifth Avenue, New York 11, N. Y. 


Gentlemen: 


I would like to learn more about the services of Forses 
SECURITIES MANAGEMENT. Will you kindly send me without 
obligation complete details? My present investments are 
valued at approximately $___ I have an ad- 
ditional $ in cash available for investment 


Name a 
Please Print 


Address 


City Zone 


Sihsidiary of FORBES Inc 


State _ 
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FLINTKOTE Diversified Products For Home and Industry 
Nee THE FLINTKOTE COMPANY 





I 


Be NEW YORK 20, N. Y. 


Common Stock*: $.30 per share 





. | 3 st consecutive 
dividend 

















AMP Incorporated 


Pamcor, Inc. 
Selderiess Terminals + Electronic Devices 
The regular quarterly com- 
bined dividend of 22'Ac per 
Endorsed Share of Common 
Stock was declared payable 
June 1, 1961 to shareholders 
of record May 5, 1961. If 
the proposed 3-for-l stock 
split is approved at the April 
27, 1961, annual meeting, 
this dividend will be equal 
to 7!4c on new shares 
C. J. Fredricksen 
Vice President- 


Treasurer 
Harrisburg, Pa 
April 25, 1961 

















COLUMBIAN 
CARBON COMPANY 


One-Hundred and Fifty-Eighth 
Consecutive Quarterly Dividend 





A quarterly dividend of 60 cents per 
share on the Capital Stock of the 
Company will be paid June 9, 1961 
to stockholders of record at the close 
of business May 15, 1961 


RODNEY A. COVER 
Vice-President—Finance 





JAMES E. McCAULEY, Trea 


quarterly dividends have been declared as follows: 


$4 Cumulative Preferred Stock: $1 per share 
$4.50 Series A Convertible 2nd Preferred Stock: $1.121/2 per share 
$2.25 Series B Convertible 2nd Preferred Stock: $.5614 per share 


These dividends are payable June, 15, 1961 to stock- 
holders of record at the close of business May 19, 1961. 


‘rer 


May 3, 1961 








National 
Distillers | ( 
and 
Chemical 
Corporation 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
30¢ per share on the outstand 
ing Common Stock, payable on 
June 1, 1961, to stockholders 
of record on May 11, 1961. The 
transfer books will not close. 
PAUL C. JAMESON 
April 27, 1961. 


Treasurer 








PHILADELPHIA ELECTRIC 
COMPANY 


(fk J Matic 


A dividend of 30 cents a share 
on the COMMON STOCK ha- 


been declared payable June 30 





to stockholders of record at the 
« lose of business on June 1 
Checks will be mailed 


G. W. MILLER 


Treasurer 






















SOUTHERN RAILWAY SYSTEM 








For Greater 
INDUSTRIAL 
OPPORTUNITIES 














Air REDUCTION 


Company, Incorporated 


176 CONSECUTIVE 


COMMON STOCK DIVIDEND 


The Board of Directors has de 

clared a regular quarterly divi 
dend of 6214¢ per share on th 
Common Stock of the Company 

payable on June 5, 1961, to 
holders of record on May 18, 
1961 


April 26, 1961. 
T. S. O'BRIEN, Secreturs 








TRENDS & TANGENTS 


(CONTINUED FROM PAGE 8) 





Textilemen were cheered by Ken- 
nedy’s proposals to help their long- 
suffering industry fight against for- 
eign competition. Included in a seven- 
point program which the President 
presented to textile leaders was a hint 
that if voluntary quotas failed, an ap- 
peal by the industry for higher tariff 
protection would be approved. An- 
other hopeful note: the Treasury 
Dept. may raise allowable deprecia- 
tion deductions on textile machinery 

® ° . 

Jilted by the proposed Chesapeake 
& QOhio-Baltimore & Ohio merger. 
New York Central went back to the 
ICC marriage bureau last month 
seeking another bride. Object of Cen- 
tral’s affections this time: the en- 
larged Norfolk & Western which will 
result if N&W gets control of the 
Wabash and Nickel Plate roads. Fail- 
ing one merger or the other, warned 
Central's President Al Perlman, his 
road “will be denied the traffic 
strength to survive as an independent 
competitor.” 

+ . . 

American Machine & Foundry scored 
the Orient’s first bowling ten-strike. 
beating out rival Brunswick Corp. by 
signing up Japan’s Korakuen Stadium 
for AMF bowling equipment and pin- 
spotters. Installation of 60 lanes in 
“Japan's Yankee Stadium” will be 
completed this summer, and AMF is 
hopeful that the Japanese will take to 
bowling with the same enthusiasm 
they have shown for another Ameri- 
can import, baseball. 

2 + o 

Martin Co. finally bowed to the in- 
evitable last month, disposed of its 
15°, interest in General Precision 
Equipment Corp. Hoping for a merg- 
er, Martin had acquired 218,000 GPE 
shares two years ago. Stubborn op- 
position by GPE’s management, which 
filed an antitrust suit against Martin, 
blocked the bid. But Martin made a 
handsome capital gain of more than $5 
million. 

a e . 

W.R. Grace issued the first quarterly 
report in its history early this month 
—and it proved a pleasing one to 
stockholders, with earnings up 28.6°, 
from the 1960 period (to 7lc a share) 
on a 4% sales rise. Hitherto, Grace 
has felt that its variety of hard-to- 
account for activities made quarterly 
reports meaningless. Growing domi- 
nance of chemical earnings in Grace’s 
over all results, however, now makes 


_ quarterly reporting feasible. 
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A great idea is usually original to 
ant . , | A * % 





DIVIDEND NOTICE 


The 685,000 owners of Stand- 
ard Oil Company (New 
Jersey) will share in the earn- 
ings of the Company by a div- 
idend, 


declared by the Board of 
Directors on May 4, 1961 and 
payable June 13, 1961 


to shareholders of record May 
15, 1961 at the rate of 55e¢ 
per share of capital stock. 


1961 is the 79th consecutive 
vear in which cash dividends 
have been paid. 


Standard Oil Company 


(New Jersey) 





PHELPS DODGE 
CORPORATION 


The Board of Directors has de- 
clared a second-quarter dividend 
of Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable June 9, 1961 
to stockholders of record May 22, 
1961. 

M. W. URQUHART, 


Treasurer. 
May 3, 1961 











merican 
inc lead & smelting co. 


72nd Cash Dividend On Common Stock 


The Board of Directors of n n Zinc, 


Lead and Smelting Company o1 : 3, 1961 


lared dividend of 12 Pp hare on the 


Commot stock of the orporation, payable 
June 20, 1961 to stockholders record at the 
close of business on May 26, 1961 

W. J. Mattuews, Jr 

Vice President and Treasure 








FOR PROFESSIONAL 
FACTORY LOCATING 
SERVICES 


LOOKING FOR A PLANT SITE? 


JRBES 


THIS ISSUE 


Volume 87, Number 10 May 15, 1961 
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Chemical .... Hilton Hotels Reichhold Chemicals 

American Can .. : international Business Richfield Oil 

American Home Products 3 Machines 11 Rohm & Haas 

American Mach. & Foundry International Minerals Rolls Royce 

American Smelting & Chemical Shell Oil 

Anaconda Copper International Nickel Smith-Douglass 

Ashland Oil .... Investment Co. of America Standard Brands 

Brunswick . island Creek Coal Standard Oi! of Calif 

Campbell Soup Kennecott Copper : Standard Oil (ind 

Champion Paper & Fibre Lehman Corp Standard Oi! (NJ 18 

Colgate-Palmolive Madison Fund Sunray Mid-Continent Oil 

Continental Can Martin Texaco 

Continental Oil Mass. investors Growth Tri-Continental Corp 

Dow Chemical Stock Union Carbide 

Oravo Corp. Monsanto Union Oil 

Du Pont nee , Natus Corp 7 United Variable 

Erie-Lackawanna 1 New York Central Annuities Fund 

General Dynamics New York, Chicago & U.S. Steel 

General Electric St. Louis Wabash Railroad 

General Precision Equipment oa Norfolk & Western Walker (Hiram)-Gooderham 

Grace (W.R.) 64 Pfizer & Co & Worts 

Gulf Oil 18 Phelps Dodge Zenith 


TABULAR COMPARISONS 


Corporate Portfolios 17 Oil Company Earnings 


COLUMNISTS’ COMMENTS 


American Crystal Sugar Freeport Sulphur Philip Morris 

American Electric Power Garrett Corp Polaroid 

American Optical General Motors Potomac Electric 
American Tobacco Goodrich Procter & Gamble 48 
Anaconda Copper Gould National 46 Public Service of Indiana 
Armco Steel Great Northern Reynolds Tobacco 
Associates Investment 53 Green Shoe Richfield Oil 

Atchison, Topeka & Santa Fe 52 Idaho Power Shakespeare Co 

Atlantic City Electric 49 Illinois Central Sharon Steel 

Atlantic Refining 58 International Minerals Socony Mobil 

Avon 45 & Chemical 6 Southern Pacific 
Baldwin-Lima-Hamilton lowa-Iilinois Gas & Electric Stevens 

Beech-Nut Life Savers Jones & Laughlin Steel 3 Union Oil 

Bell & Howell .. Kerr-McGee Union Pacific 

Bethiehem Steel Microwave Associates United Merchants 
Central Illinois Light Miehle-Goss-Dexter United Shoe Machinery 
Champion Paper & Fibre Minerals & Chemicals Philipp U.S. Rubber 

Chrysler ... 4 Montana-Dakota Utilities U.S. Steel 
Colgate-Palmolive , Northern Pacific Virginia Electric & Power 
Collins & Aikman Ohio Edison . Whirlpool ; 
Columbia Broadcasting Oklahoma Gas & Electric Worthington Corp 

Crown Cork & Seal Pacific Lighting 5 pene 6 Sheet & Tube 
Ford Zenith 


TABULAR COMPARISON 


write, wire or phone J. D. Eppright SY Re 42 Se 


TEXAS POWER & LIGHT CO. Dallas 
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ON THE 


TH 0 1 G HTS BUSINESS OF LIFE 





Spring to the world, and strength to 
me returns. 
—Rosert Butwer LyTTON. 


Being famous is like having a string 
of pearls given you. It’s nice, but after 
a while, if you think of it at all, it’s 
only to wonder if they're real or 
cultured. —W. Somerset MAuGHAM. 


A man who has reformed himself 
has contributed his full share towards 
the reformation of his neighbor. 

—NorMAN DovucLas. 


Worry affects the circulation, the 
heart, the glands, the whole nervous 
system and profoundly affects the 
health. I have never known a man 
who died from overwork, but many 
who died from doubt. 

—Dr. Cuartes Mayo. 


Sanely applied, advertising could 
remake the world. —Stuart CHASE. 


Thought is the first faculty of man; 
to express it is one of his first desires: 
to spread it, his dearest privilege. 

—ABBE RAYNAL. 


Some men are so mean that when 
they attend a ball game, they want to 
see the home team beaten. 


—E. W. Howe 


One can give a really unbiased 
opinion only about things that do not 
interest one, which is no doubt the 
reason an unbiased opinion is always 
valueless. The man who sees both 
sides of a question is a man who sees 
absolutely nothing. —QOscar WILDE. 


Misfortune teaches us prudence. But 
suffering, consciously experienced and 
mastered, teaches us wisdom. 

—Tueopore REIK. 


It is not he who searches for praise 
that finds it. —ANTOINE RIVAROL. 


We as a nation are not allergic to 
change and have no desire to sanctify 
the status quo. This nation not only 
has a birth certificate, it holds the 
patent rights on change and revolu- 
tion by consent.—Epwarp R. Murrow. 


It matters not how long you live 
but how well. —PuBLILius Syrus. 


People will buy anything that’s one 
to a customer —Srnciair Lewis. 


46 





Men should stop fighting among 
themselves and start fighting insects. 
—LutTHeER BURBANK. 


The liar’s punishment is not in the 
least that he is not believed, but that 
he cannot believe anyone else. 

—GeEorGE BERNARD SHAW. 


Nothing succeeds like success. 
—ALEXANDRE DUMAS THE ELDER. 


Teaching is not lecturing or telling 
things. Teaching is devising a sequence 
of questions which enables kids to 
become aware of generalizations by 
themselves. —Max BEBERMAN. 


B. C, FORBES 


When I asked John D. Rock- 
efeller to what he most attrib- 
uted his business success, he 
replied: “To others.” Ponder 
that. It contains deep philosophy 
for you. 


Finding a way to live the simple life 
today is man’s most complicated task. 
—Henry A. Courtney. 


So great has been the endurance, so 
incredible the achievement, that, as 
long as the sun keeps a set course in 
heaven, it would be foolish to despair 
of the human race. 

—Ernest L. Woopwarp. 


The sincere 
sincerity. 


alone can recognize 
—THOMAS CARLYLE. 


Anyone who thinks by the inch and 
talks by the yard ought to be moved 
by the foot. —ANON. 


There is nothing of permanent 
value (putting aside a few human 
affections), nothing that satisfies 


quiet reflection—except the sense of 
having worked according to one’s ca- 
pacity and light, to make things clear 
and get rid of cant and shams of all 
sorts. —Tuomas H. Hvux.ey. 


A great idea is usually original to 
more than one discoverer. Great ideas 
come when the world needs them. 
They surround the world’s ignorance 
and press for admission. 

—AUSTIN PHELPS 


Conceit may puff a man up, but 
can never prop him up. 
—JOHN RUSKIN. 


To think we are able is almost to 
be so; to determine upon attainment 
is frequently attainment itself; earn- 
est resolution has often seemed to 
have about it almost a savor of om- 
nipotence. —SAMUEL SMILES. 


If you wish your merit to be known 
acknowledge that of other people. 
—ORIENTAL PROVERB 


If human progress had been merely 
a matter of leadership we should be 
in Utopia today. -—TuHomas B. REep. 


At 60 a man has passed most of 
the reefs and whirlpools. Excepting 
only death, he has no enemies left to 
meet. .. . That man has awakened to 
a new youth... . Ergo, he is young. 

—GeorceE LuKs 


There is nothing so fatal to charac- 
ter as half-finished tasks. 
—Davin Lioyp GErorGE 


Men are likely to settle a question 
rightly when they discuss it freely. 
—TuHomas MACAULEY. 


Tolerance comes from understand- 
ing, the result of an ever-acting ex- 
perience and intellect. Corruption can 
grow into a man who takes a shallow 
view and then, stating his theorems 
as though they were absolute fact, 
makes a stand. —F. SHEPARD CORNELL. 


Weakness results from the wastage 
caused by restlessness of mind; pow- 
er comes from a condition of mental 
quietude. —J. ArtHUR HADFIELD. 


He is not only idle who does noth- 
ing, but he is idle who might be bette: 
employed. —SocratTeEs. 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by Harold Munson, Joliet, 
Ill. What's your favorite text? 
\ Forbes book is presented to 


senders of texts used 


Let no corrupt communication proceed out 
of your mouth, but that which is good to the 
use of edifying, that it may minister grace 
unto the hearers. 


—EPHESIANS 4:29 
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TEXTRON ACHIEVE 


x- = 
Now modern, high speed airliners can be landed safely 
through weather that makes the runway completely in- 
visible. How possible? Through the all weather landing 
system developed by Bell Aerosystems—a Textron com- 
pany. Usingas its eyethe radar installation shown above, 
the system employs an electronic computer which takes 
control of the airplane four miles out, and guides it toa 
perfect touchdown. This new Bell automatic landing 
system is now in production for installation aboard 
Navy carriers, and prototype units have been delivered 


os | 


yy 
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AUTOMATIC LANDING SYSTEM 
FOR JET-AGE AIR SAFETY 


A 


to the Air Force. It is presently being tested for com 
mercial application by the Federal Aviation Agency 
This major contribution to jet-age air safety is just one 
of the hundreds of solid achievements which keep com 
ing from Textron—a group of growing companies with 
products that lead their 
fields. H Automotive 17% 

of total sales, Consumer extron 
24%, Defense 22%, Indus 

trial 20%, Textiles 17‘ PROVIDENCE, RHODE ISLAND 
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And at Vandenberg Air Forc 
out the order with eff 
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Here the link to the system that mans ghty Atlas missiles is a 
fully automatic 5000-line telephone switchboard. The “outside voice”’ 
that links the base with ale t If t the world is a multi- 
hannel microwave radio relay systen 


The communications equipmer 1g idenberg Air Force 
Base with the outside vw 


t vas designed, manufactured installed by 
our subsidiaries, Automatic Elec , and is oper- 


and Lenkurt E 
ated for the g 


vernment by General Teleph 


It is expressive of the 


yne of ( lia. 


ral Telephone & Electronics strives t 
serve the nation thro ) V 4 Communication not only for 
defense, but for h 
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GENERAL aes 
TELEPHONE & ELECTRONICS <= 





